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Promulgation 

On  November  18, 1976,  the  Department 
of  Housing  and  Urban  Development 
(HUD)  published  for  comment  in  the 
Federal  Register  at  41  PR  50946,  a  pro¬ 
posed  amendment  to  Chapter  vm  of 
Title  24  of  the  Code  of  Federal  Regula¬ 
tions  adding  a  new  Part  841,  “Traditional 
Public  Housing  Progi’am.” 

HUD  received  over  100  responses  to 
the  November  18,  1976  publication.  All 
of  these  comments  have  been  carefuUy 
considered  and  certain  changes  have 
been  made  in  the  regulations  es  a  result 
of  these  comments  and  other  pertinent 
considerations.  The  following  is  a  discus¬ 
sion  of  the  principal  comments  and 
changes.  The  section  numbers  refer  to 
the  numbers  as  contained  in  this  final 
rule,  exc^t  for  several  references  to  the 
numbers  in  the  proposed  rule  where 
necessary  to  imderstand  a  particular  ex¬ 
planation. 

1.  Subsection  (c),  entitled  “Refer¬ 
ences.”  has  been  added  to  §  841.101  to 
include  the  two  regulations  previously 
cited  and  to  add  a  reference  to  24  CPR, 
Part  891,  since  comments  indicated  that 
there  was  a  lack  of  understanding  of  the 
statutory  constraints  on  the  allocation 
process  required  pursuant  to  section  213 
of  the  Housing  and  Community  DevelCH}- 
ment  Act  of  1974. 

2.  Comments  indicated  a  general  be¬ 
lief  that  only  the  program  covered  by 
this  reeulation  is  subject  to  the  require¬ 
ment  of  meeting  unmet  needs  in  an  area. 
Section  841.103(a)  has  been  changed  by 
the  addition  of  the  phrase  “coordinated 
with  assistance  provided  under  other  pro¬ 
grams  subject  to  Section  213  of  the  HCD 
Act  of  1974”  to  make  it  clear  that  all 
such  programs  must  be  administered  to 
respond  to  unmet  needs. 

3.  Many  conunents  indicated  that  the 
title  of  §  841.103(c)  “Restrictions  on  use 
of  high-rise  elevator  structures”,  created 
the  impression  that  the  regulations  im- 
duly  restricted  the  use  of  such  structures 
for  elderly  housing.  The  title  has  been' 
changed  to  “Use  of  high-rise  elevator 
structures”  and  the  second  sentence  has 
been  changed  from  the  negative  “shall 
not  be  used  unless”  to  the  positive  “may 
be  used  if.”  The  requirement  for  a'Field 
Office  determination  that  high-rise  ele¬ 
vator  construction  is  appropriate  has  not 
been  changed,  since  section  805  of  the 
Senate  Report  on  the  Housing  and  Com¬ 
munity  Development  Act  of  1974  stated 
that  HUD  would  be  required  “to  deter¬ 
mine,  on  the  basis  of  land  costs,  safety 
and  security  and  availability  of  commu¬ 
nity  service  factors,  the  aoprooriateness 
of  a  high-rise  housing  project  designed 
primarily  for  the  elderly  or  handi¬ 
capped.” 

4.  Sections  841.105,  841.108  and  841.109 
of  the  proposed  regulations  have  been 
combined  into  §  841.107,  Site  and  Con¬ 


struction  Standards,  in  response  to  com¬ 
ments  which  indicated  that  it  would  be 
desirable  to  combine  the  statutory  re¬ 
quirement  of  economical  and  efficient  de¬ 
sign  and  construction  with  the  rules  ap¬ 
plicable  to  site  selection  and  to  construc¬ 
tion  standards.  The  language  has  been 
revised  to  make  it  clear  that  econwny  in 
construction  is  not  to  be  achieved  by 
sacrificing  durability  of  construction  and 
efficiency  of  project  operation.  In  line 
with  the  foregoing  principles  concerning 
the  addition  of  extra  durability  and  other 
special  features.  Appendix  A  has  been 
revised  to  emphasize  that  determination 
of  prototype  costs  is  to  be  based  not  only 
on  HUD  Minimum  Proi>erty  Standards 
but  also  on  these  special  features.  The 
Handbook  will  further  emphasize  the 
importance  of  including  in  the  informa¬ 
tion  provided  to  develcHiers  the  extra  fea¬ 
tures  on  which  the  prototype  cost  deter¬ 
mination  is  based  and  a  statement  that 
proposals  will  be  evaluated  accordingly. 

5.  The  Department  is  publishing  sepa¬ 
rately  a  regulation  on  site  and  neighbor¬ 
hood  standards  and  when  the  final  rule 
on  this  subject  is  published,  it  will  re¬ 
place  the  Project  Selection  Criteria  re¬ 
ferred  to  in  §  841.107(b) . 

6.  Paragraph  (a)  of  §  841.106  of  the 
proposed  rule  has  been  moved  to  §  841.115 
in  the  final  rule.  Section  841.108(a)  now 
includes  a  list  of  the  various  PHA  con¬ 
tracts  which  require  prior  HUD  ap¬ 
proval. 

7.  In  addition  to  editorial  changes,  the 
reference  to  24  (TFR,  Part  811  has  been 
deleted  from  §  841.110(a) ,  since  only  reg¬ 
ular  PHAs  using  regular  public  housing 
financing  are  expected  to  participate  in 
this  program.  Section  841.110(b)  has 
been  changed  to  require  that  the  ap¬ 
plication  include  “an  executed  Coopera¬ 
tion  Agreement.”  The  purpose  of  this 
change  is  to  require,  at  the  application 
stage,  the  commitmait  of  the  local  gov¬ 
erning  body  which  would  eventually  be 
required  and  to  save  the  time  involved 
in  going  to  the  local  governing  body 
twice,  first  for  the  resolution  and  second 
for  the  actual  execution  of  the  Coopera¬ 
tion  Agrennent. 

8.  In  response  to  comments  question¬ 
ing  the  completeness  of  the  list  of  ex¬ 
amples  of  what  would  constitute  “capac¬ 
ity  to  provide  adequate  administration,” 
it  was  determined  to  delete  the  specific 
examples  in  §  841.111(a)  and  to  provide 
appropriate  guidance  in  the  Handbook. 

9.  Srotion  841.111(b)  has  been  changed 
in  the  interest  of  clarity  and,  in  response 
to  a  number  of  comments,  §  841.111(f) 
has  been  changed  to  emphasize  local 
needs  in  selecting  applications. 

10.  Numerous  comments  pointed  out 
that  HUD  as  well  as  the  PHA  and  other 
parties  should  be  required  to  adhere  to 
the  Time  Schedule.  Section  841.112  has 
been  amended  accordingly. 

11.  Section  841.113(a)  entitled  “Pre¬ 
liminary  Loan,”  has  been  changed  to 
state  that  the  maximum  loan  is  $200 
per  unit  ($400  per  imit  in  Alaska), 
which  is  expected  to  be  sufficient  for 
turnkey  projects,  but  that  the  Field 
Office  is  authori^  to  increase  these 
maximums  to  $500  per  unit  ($1,000  per 
unit  in  Alaska)  where  justified  by  spe¬ 


cial  circumstances,  which  could  include 
use  of  the  conventional  method.  Section 
841.115(b)  of  the  proposed  rule  has  been 
deleted,  since  the  first  sentence  is  in¬ 
cluded  in  §  841.108(a)  and  the  second 
is  more  appropriately  stated  in  the 
Handbook. 

Numerous  comments  suggested  that 
repayment  of  a  preliminary  loan  should 
not  be  required  if  the  project  fails  to 
reach  ACC.  A  preliminary  loan  must  be 
repaid  since  it  is  a  loan  and  HUD  has  no 
legal  authority  to  provide  such  funds  as 
a  grant.  Normally,  the  loan  is  r^aid  by 
inclusion  in  the  development  cost  of  the 
resulting  project.  Where  an  approvable 
project  does  not  result,  the  loan  is  repaid 
by  inclusion  in  the  development  cost  of  a 
subsequently  approved  project  of  the 
PHA.  The  suggestion  that  funds  frwn  the 
Operating  Reserve  could  be  used  for  this 
purpose  was  rejected  because  such  use 
would  be  illegal  under  the  ACC  and  the 
U.S.  Housing  Act  of  1937. 

12.  Section  841.114(c)  was  changed  to 
modify  the  requirement  that  the  de- 
vel<H>er  must  own  the  site  prior  to  execu¬ 
tion  of  the  turnkey  Contract  of  Sale.  The 
substituted  requirement,  which  has  been 
in  effect  for  a  number  of  years,  provides 
that  the  developer  must  acquire  owner¬ 
ship  of  the  site  prior  to  commencement 
of  construction. 

13.  For  the  sake  of  clarity  and  c<Mn- 
pleteness,  §  841.115  has  been  changed  by 
deleting  the  reference  to  the  Cooperation 
Agreement  as  a  part  of  the  Development 
Program,  adding  a  sentence  on  inclusion 
in  development  cost  of  fimds  necessary  to 
cover  the  preliminary  loan  (moved  frmn 
subsection  841.117(d)  (2)  of  the  proposed 
rule) ,  and  specifying  the  amount  of  the 
contingency  allowance  to  be  included  in 
development  cost  for  turnkey  (1%)  and 
for  conventional  (5%)  projects. 

14.  The  second  sentence  of  §841.115 
(b)  (2)  has  been  substituted  for  the 
equivalent  sentence  in  the  proposed  rule 
to  clarify  that  prototype  cost  limits  can¬ 
not  be  revised  on  the  basis  of  cost  for  a 
single  project,  but  only  on  the  basis  of 
areawide  construction  costs. 

15.  To  clarify  that  off-site  facilities 
may  be  included  in  the  development  costs 
of  turnkey  projects,  the  first  sentence  of 
§  841.115(b)  (4)  has  been  modified  by 
substituting  “project”  for  “PHA”  and 
“development”  for  “developer.” 

16.  Section  841.117(c)  of  the  proposed 
rule  contained  a  “financial  feasibility 
test”  which  a  proposed  project  had  to 
meet  as  a  condition  for  approval.  This 
test  required  that  the  project’s  estimated 
expenses  not  exceed  the  estimated  in¬ 
come  for  the  first  five  years  without  the 
use  of  operating  subsidy.  The  comments 
objTOted  almost  unanimously  to  the  im¬ 
position  of  this  test  stating,  essentially, 
that  public  housing  cannot  function 
without  operating  subsidy  and  that  it  is 
unrealistic  to  expect  low -income  families 
to  pay  the  full  cost  of  the  housing. 

In  response  to  these  commraits,  sub¬ 
stantial  changes  have  been  made  in  the 
final  rule.  In  resolving  this  difficult  issue, 
the  Department  took  into  account  the 
provisions  of  the  Housing  and  Commu¬ 
nity  Development  Act  of  1974  on  this  sub- 
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ject  and  the  substantial  legislative  his¬ 
tory  indicating  Congressional  intent. 

Section  6(c)  of  the  U.S.  Housing  Act,  as 
amended  by  the  Housing  and  Commu¬ 
nity  Development  Act  of  1974  requires 
that: 

'  Every  contract  for  annual  contributions 
shall  provide  that  .  .  .  the  public  bousing 
agency  shall  comply  with  such  procedures 
and  requirements  as  the  Secretary  may  pre¬ 
scribe  to  assure  that  sound  management 
practices  will  be  followed  in  the  operation  of 
the  project,  including  requirements  per¬ 
taining  to — 

(A)  the  establishment  of  tenant  selection 
criteria  designed  to  assvu’e  that,  within  a 
reasonable  period  of  time,  the  project  will 
Include  families  with  a  broad  range  of  in¬ 
comes  and  will  avoid  concentrations  of  low- 
income  and  deprived  families  with  serious 
social'  problems,  but  this  shall  not  permit 
maintenance  of  vacancies  to  await  higher  In¬ 
come  tenants  where  lower  Income  tenants  are 
available. 

The  explanatory  Senate  Committee 
report  (S.  Rept.  93-693,  dated  February 
27, 1974)  at  page  40  states  that: 

WhUe  it  Is  expected  that  public  housing 
agencies  will  continue  to  give  particular  at¬ 
tention  and  priority  to  very  low  Income  fam¬ 
ilies,  the  Committee  expects  that  In  the  long 
run  we  would  have  more  bousing  develop¬ 
ments  which  are  not  occupied  solely  by  the 
very  poor,  but  by  a  cross  section  of  lower 
income  households,  representing  a  variety  of 
household  traes.  Experience  has  demon¬ 
strated  that  k  cross-section  of  occupancy  Is 
an  essential  Ingredient  In  creating  economi¬ 
cally  viable  housing  as  well  as  a  healthy  so¬ 
cial  envlromnent.  It  Is  recognized  by  the 
Committee  that  existing  public  housing  In 
many  of  our  largest  cities  has  become  a  con¬ 
centration  of  very  poor  families  and  often 
predominantly  of  families  receiving  public 
assistance.  The  provisions  of  this  Act  make 
It  possible  to  develop  new  public  housing 
with  a  cross  section  of  low  Income  families. 
At  the  same  time  it  Is  clear  that  steps  must 
also  be  taken  to  alter  the  occupancy  in  ex¬ 
isting  public  housing  to  achieve  a  similar 
cross  section  of  occupancy.  It  Is  the  Intent 
of  the  Committee  that  the  Secretarv  of  HUD 
take  appropriate  steps  to  assist  public  hous¬ 
ing  agencies  to  achieve  this  cross  section  of 
occupancy  in  existing  public  housing  within 
a  reasonable  time  period.  However,  the  Com¬ 
mittee  does  not  approve  the  imposition  of 
occupancy  requirements  which  have  the  ef¬ 
fect  of  denying  admission  to  any  family  on 
the  basis  that  its  Income  Is  too  low  [empha¬ 
sis  added  1. 

The  Department  considers  the  fore¬ 
going  to  be  clear  Congressional  intent  to 
achieve  a  cross  section  of  incomes  in 
order  to  create  “economically  viable 
housing”,  which  would  thereby  reduce 
as  much  as  possible  tJie  need  for  oper¬ 
ating  subsidies.  To  accomplish  this, 
PHAs  must  rent  new  public  housing 
projects  with  an  economic  mix  of  fam¬ 
ilies  so  that  those  with  sufficient  income 
to  pay  above  the  “break-even  amount” 
(the  rent  level  at  which  operating  reve¬ 
nues  cover  operating  expenses)  will  bal¬ 
ance  the  lower  income  families  whose 
incomes  are  too  low  to  pay  the  break 
even  portion  of  the  operating  expenses. 
In  this  connection,  the  Senate  Report 
clearly  distinguishes  between  new  and 
existing  projects.  Existing  projects  are  to 
be  given  a  “reasonable  time  period”  to 
achieve  a  cross  section  of  occupancy,  and 


occupancy  requirements  are  not  to  deny 
admission  to  any  family  on  the  basis 
that  its  income  is  too  low;  these  provi¬ 
sions  are  intended  to  allow  existing  proj¬ 
ects  time  to  adjust.  With  respect  to  new 
projects,  the  intent  of  the  Committee  is 
clearly  stated  in  the  underscored  sen¬ 
tence  of  the  above  quotation:  “The  pro¬ 
visions  of  this  Act  make  it  possible  to 
develop  new  public  housing  with  a  cross 
section  of  low  income  families.” 

Aside  from  the  concern  of  the  Con¬ 
gress  for  creation  of  “economically  vi¬ 
able  housing,”  the  legislative  history  is 
quite  clear  that  there  was  another  ob¬ 
jective;  that  is,  the  creation  of  a 
“healthy  social  environment”  and  to  get 
away  from  “concentration  of  very  poor 
families  and  often  predominantly  of 
families  receiving  public  assistance.” 

Many  of  the  comments  assumed  that 
families  with  sufficient  income  to  pay 
rents  above  the  “break-even  amoimt” 
were  not  low  income  families  and  were 
not  receiving  subsidy  because  they  were 
paying  enough  to  cover  operating  ex¬ 
penses.  This  is,  of  course,  not  the  case 
since  all  tenant  families  must  be  low- 
income  families  and  are  subsidized  by 
the  capital  cost  of  the  housing  and  the 
benefits  of  local  property  tax  exemption. 

Accordingly,  3  841.115(c)  of  the  final 
rule  has  been  modified  to  require  that  a 
' project  be  financially  feasible  without 
operating  subsidy  for  the  first  year  of 
operation  except  when  a  determination  is 
made  that  estimated  rental  income  re¬ 
sulting  from  occupancy  on  the  basis  of 
such  cross  section  is  insufficient  to  meet 
anticipated  operating  expenses.  As  to 
payment  of  operating  subsidy  in  sub¬ 
sequent  years,  the  final  rule  requires  that 
the  PHA  demonstrate  that  it  has  used 
its  best  efforts  to  maintain  the  projected 
cross  section  of  families  and  to  otherwise 
maintain  the  projected  financial  posi¬ 
tion.  These  revisions  should  meet  the 
criticism  of  the  prohibition  of  operating 
subsidies  for  the  first  five  years  of  opera¬ 
tion  and  at  the  same  time  carry  out  the 
Congressional  intent  expressed  in  the 
above-quoted  statutory  language  and 
Senate  Committee  report. 

A  number  of  comments  expressed  con¬ 
cern  about  the  capacity  of  public  hous¬ 
ing  agencies  to  meet  the  requirements  of 
admitting  and  maintaining  a  cross  sec- 
tioh  of  families  to  assure  financial  sta¬ 
bility  because  of  longstanding  waiting 
lists  which  may  not  include  enough 
higher  income  families.  The  principle  of 
using  “income  ranges”  in  selecting  from 
a  waiting  list  or  preference  classes  has 
existed  since  the  inception  of  the  public 
housing  program.  Although  there  have 
been  court  decisions  questioning  the 
legality  of  using  income  ranges,  those 
decisions  no  longer  apply  in  the  light  of 
the  1974  statutory  changes  quoted  above. 
It  is  the  position  of  the  Department  that, 
in  meeting  the  federal  requirement  for 
an  economic  mix,  public  housing  agen¬ 
cies  are  legally  authorized  and  required 
by  the  regulation  and  the  annual  contri¬ 
butions  contract  to  use  inccxne  ranges  in 
selecting  families  from  existing  waiting 
lists,  and  if  there  ar^  not  a  sufficient 
number  of  eligible  applicants  in  a  par¬ 


ticular  range  or  ranges,  to  advertise  for 
additional  families  in  the  required  in¬ 
come  ranges.  The  necessity  of  advertis¬ 
ing  for  additional  families  should  be 
a.scertained  sufficiently  in  advance  (dur¬ 
ing  the  period  that  the  project  is  being 
planned  and  developed  and  from  time 
to  time  thereafter)  to  avoid  the  existence 
of  vacancies  which  under  the  statute 
would  require  the  admission  of  lower  in¬ 
come  families. 

A  number  of  comments  criticized  the 
regulation  because  it  applied  a  policy  to 
public  housing  which  the  Department 
was  not  applying  to  Section  8  projects. 
The  Department  considers  Section  8  a 
different  approach  to  housing  assistance 
and  does  not  believe  a  policy  appropriate 
to  public  housing  should  necessarily  be 
adapted  to  the  Section  8  program. 

17.  A  number  of  comments  indicated 
confusion  as  to  the  requirements  for  ob¬ 
taining  construction  financing  by  the 
PHA.  Section  841.116(b)  has  been  re¬ 
written  so  that  it  is  clear  that  the  estab¬ 
lished  methods  of  obtaining  financing 
for  turnkey  and  conventional  projects 
will  continue  to  be  available. 

18.  In  response  to  numerous  comments, 

§  841.202(b)  has  been  rewritten  to  state 
that  where  a  PHA  owns  a  site  the  PHA 
may  restrict  turnkey  proposals  to  that 
site  and  that  in  all  other  cases  propxisals 
may  be  restricted  to  a  preselected  site 
if  this  is  justified  by  the  PHA  and  ap¬ 
proved  by  the  Field  Office. 

19.  The  second  sentence  of  §  841.204 
of  the  proposed  rule  has  been  deleted  in 
response  to  comments  that  the  sentence 
over-emphasized  cost  at  the  expense  of 
other  factors  that  should  be  weighed  in 
evaluating  proposals. 

20.  Many  comments  objected  to  the  re¬ 
quirement  of  §  841.301  that  the  PHA  shall 
use  the  turnkey  method  unless  the  PHA 
can  demonstrate  that  the  conventional 
method  is  less  costly.  The  Department 
has  determined  that,  in  general,  use  of 
the  turnkey  methcxi  is  the  quickest,  most 
efficient  and  most  economical  method. 
In  response  to  comments  that  projects 
constructed  by  use  of  the  turnkey  method 
have  been  of  poor  quality  design  and  con¬ 
struction  and  unsuitable  for  long-term 
public  housing  use,  the  regulations,  pro¬ 
cedures  and  forms  have  been  revised  to 
require  higher  standards  of  design,  qual¬ 
ity  and  durability  and  to  strengthen  con¬ 
struction-  inspection  requirements.  In  re¬ 
sponse  to  comments  indicating  that  in 
some  areas  use  of  the  turnkey  method 
may  not  be  possible  for  a  variety  of  rea¬ 
sons,  §  841.301  has  been  amended  to  per¬ 
mit  use  of  the  conventional  method 
where  the  PHA  demonstrates  and  the 
Field  Office  determines  that  the  turnkey 
method  “cannot  be  used.” 

21.  The  second  sentence  of  §  841.401 
has  been  deleted  as  unnecessary  and  a 
definition  of  substantial  rehabilitation 
has  been  added. 

22.  Section  841.406,  entitled  “Prequali¬ 
fied  Contractors,”  of  the  proposed  rule 
has  been  deleted.  HUD  will  consider  per¬ 
mitting  use  of  such  a  procedure  on  a 
case-by-case  basis  where  the  PHA  con¬ 
siders  this  would  be  helpful,  but  the  pro¬ 
cedure  is  considered  to  be  of  limited 
applicability. 
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23.  Several  ccxnments  noted  the  ab¬ 
sence  of  a  homeownership  secticHi.  Hcane- 
ownership  under  this  program  will  be  the 
subject  of  separate  regulaticms. 

24.  Several  comments  stated  that 
Housing  Assistance  Plans  (HAPs)  were 
inadequate.  These  comments  will  be  con¬ 
sidered  by  HUD  in  evaluaticm  of  the  reg¬ 
ulations  governing  the  preparaticm  and 
review  of  HAPs. 

25.  There  were  a  number  of  comments 
on  management  concerns,  which  are  ad¬ 
dressed  in  other  HUD  regulations  in 
Chapter  vm.  The  title  of  these  regula¬ 
tions  was  changed  to  indicate  these  regu¬ 
lations  cover  the  Development  Phase. 
The  subject  of  tenant  participation  in 
management  and  c^eraticm  is  under  re¬ 
view  by  HUD. 

26.  Many  c(Hnments  noted  the  lack  of 
specific  standards  with  respect  to  the 
“density”  and  “scattered”  aspects  of 
projects.  Since  there  is  wide  variation 
among  localities  in  assessing  these  as¬ 
pects,  the  regulations  do  not  specify 
standards.  Section  841.103(b)  has  been 
clarified  and  the  Handbook  will  provide 
further  guidance  to  PHAs  and  the  Field 
Office  in  making  their  determinations. 

A  Finding  of  Inapplicability  respecting 
the  National  Environmental  Policy  Act 
of  1969  has  been  made  in  accordance 
with  HUD  procedures.  In  additicm,  a 
Finding  of  Inapplicability  of  inflaticm 
impact  statement  requir^nents  has  been 
made  in  accordance  with  HUD  proce¬ 
dures.  The  Findings  of  Inapplicability 
are  available  for  inspecticm  with  the 
Rules  Docket  Cleik. 

The  proposed  rule  stated  that  the  new 
Part  841  would  incorporate  relevant  ma- 
terial  frcHn  24  CFR  Part  275  and  24  CFR 
Part  845  and  that  the  final  rule  would 
delete  all  or  part  of  these  regulations. 
All  of  24  CFR  Part  275,  including  Appen¬ 
dix  A,  has  been  incorporated  in  Part 
841,  except  for  §  275.8.  TDhe  amendment 
to  Part  275  will  be  accomplished  by  a 
separate  rule.  This  final  rule  includes  the 
acquisition  and/or  rehabilitation  of 
HuD-owned  properties  and  properties 
with  HUD-held  or  insured  mortgages, 
including  relocation  provisions  derived 
from  §  845.412  thereof.  Accordingly,  Part 
845  is  being  deleted  from  Chapter  vm. 

One  fourth  of  the  program  year  has 
already  passed  and  it  is  impmiant  that 
this  program  for  which  Congress  has  luj- 
propriated  $120,000,000  be  implement^ 
exp^itiously  in  accordance  with  the  in¬ 
tention  of  the  Congress.  Thus,  the  regu¬ 
lations  are  being  made  effective  February 
7, 1977. 

According^,  Title  24,  Chapter  vm  is 
amended  to  delete  Part  845  and  a  new 
Part  841  is  added  to  Chapter  vm  reading 
as  f(dlows: 

Subpart  A-  Ganatal  Raquiramants 

Sec. 

841.101  AppllcabUlty,  scc^  and  references. 

841 .1 02  Definitions. 

841.103  Types  of  projects. 

841.104  CivU  rights  and  equal  opportunity. 

841 .105  Prevailing  wage  rates. 

841.106  Belocatlon  and  acquisition. 

841.107  Site  and  construction  standards. 

841.108  Contracts  requiring  UUD  approval. 

841.109  Notification  of  Housing  Assistance 

Availability. 
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Sec. 

841 .1 10  Application  submission. 

841.111  Field  Office  review  and  iq>proval  of 

applications. 

841.112  Time  schedule. 

841.113  Preliminary  loan. 

841 .1 14  Site  approval. 

841.115  Development  Program. 

841 .116  Annual  contributions  contract. 

841.117  Construction  requirements. 

Subpart  B — ^Turnkey  Method — New  ConstrucUon 

841.201  DescrlpUon. 

841 .202  Invitation  for  proposals. 

841.203  Opening  of  proposals.. 

841.204  Evaluation  and  selection. 

841 .205  Negotiation  conference. 

841 .206  Development  Program  and  ACC. 

841.207  Contract  of  sale  or  preliminary  oon- 

tractctf  sale. 

841.208  Construction  requirements. 

Subpart  C — Conventional  Method — New 
Construction 

841  AOl  Justification  and  description. 

841.302  Site  selection. 

841  fi03  Development  program  and  ACC. 

841.304  Construction  contract  and  bidding 

documents. 

841 .305  Award  of  contract. 

841 .306  Construction  requirements. 

Subpart  D — Acquisition  Madiod 

841.401  Description. 

841.402  Property  selection. 

841.403  Rehabilitation  standards. 

841.404  Acquisition  procedure. 

841.405  Methods  of  accomplishing  repair 

and  rehabilitation. 

841.406  Relocation  on  acquisition  of  HUD- 

Owned  properties  or  pnqierties 
with  HDD-Held  or  HDD-Insured 
mortgages. 

Appondix  A — Piototjrpo  Cost  Limits  for  Low- 
Income  Housing 

AuTHoarTT;  Sec.  7(d),  Department  of  HDD 
Act  (42  UJ3.C.  3535(d) );  UjS.  Housing  Act  of 
1937  (42  UH.C.  1437). 

Subpart  A — General  Requirements 

§  841.101  Applicability,  scope  and  ref- 
erenc^es. 

(a)  Apjaicability.  The  UH.  Housing 
Act  of  1937,  as  amended,  authorizes  the 
UjS.  Department  of  Housing  and  Urban 
Development  (HUD)  to  provide  finaneia.! 
and  technical  assistance  to  public  hous¬ 
ing  agencies  for  the  develoinnent  and 
(^raticm  of  low-incmne  housing  proj¬ 
ects.  This  Part  states  the  regulations 
under  which  such  rental  projects  are  to 
be  developed  by  a  Public  Housing  Agency 
(PHA)  with  financial  assistance  pursu¬ 
ant  to  SectiCKis  4  and  5  of  the  Act  under 
an  Aimual  Contributions  Contract 
(ACC).  The  regulations  applicable  to 
other  types  of  mojects,  including  mod¬ 
ernization,  Indian  Housing,  Turnkey  m 
hmneownership  (viportunities  and  Sec- 
ticHi  8  projects  are  contained  in  other 
parts  of  this  chapter. 

(b)  Scope.  Subpart  A  of  this  part  sets 
f(Hth  the  general  requirements  and  the 
basic  policies  for  the  develf^ment  of 
inojects  by  a  PHA.  Subparts  B  and  C 
this  part  set  f<x4h  the  procedures  for  the 
cfmstruction  a  proj^t.  Subpart  D  oi 
this  part  sets  forth  the  procedures  for 
acquisition  of  an  existing  project  (prc^ 
erties  that  do  not  require  substantial  re¬ 
habilitation)  or  acquisition  of  a  project 
requiring  substanti^  rehabilitatiim  and 
the  procedures  for  accomplishing  neces¬ 
sary  rehabilitation  wmrk. 


(c)  References.  For  informatlfm  on 
incfxne  limits  for  admission  to'and  occu¬ 
pancy  of  projects  and  rental  require¬ 
ments  under  this  part,  refer  to  24  CFR 
Part  860;  on  the  payment  of  operating 
subsidy,  refer  to  24  CFR  Part  890;  and 
on  the  allocation  of  housing  assistance 
fimds,  refer  to  24  CFR  Part  891. 

§  841.102  Definitions. 

(a)  Act.  The  U.S.  Housing  Act  of  1937 
(42  UJS.C.  1437) . 

(b)  Annual  Contributions  Contract 
(ACC).  A  contract  (on  the  form  pre¬ 
scribed  by  HUD)  for  loans  and  annual 
cmitributions,  execution  of  which  creates 
legal  obligations  between  HUD  and  a 
PHA,  imder  which  HUD  finances  the 
development  and  provides  financial  as¬ 
sistant  for  (K>eration  of  a  project  under 
the  Act  and  the  PHA  agrees  to  comply 
with  HUD  requirements  for  Uie  develop¬ 
ment  and/or  (H^eration  of  the  project. 
The  amount  of  the  maximum  annual 
contribution  is  the  amount  charged 
against  cmitract  authority  and  this 
amount  multiplied  by  the  number  of  an¬ 
nual  contributions  over  the  term  of  the 
ACX7  is  the  amount  charged  against 
budget  authority. 

(c)  Cooperation  Agreement.  An  agree  - 
ment  (mi  the  form  prescribed  by  HUD) 
between  a  PHA  and  local  governing  body 
assuring  tax  exemption  and  certain  local 
governmental  cooperation  and  services  in 
respect  to  the  development  and  opera¬ 
tion  of  a  low-incMne  housing  project 
under  the  Act  and  providing  for  pay¬ 
ments  in  lieu  of  taxes. 

(d)  Housing  Assistance  Plan  (HAP). 
(1)  A  HAP  meeting  the  requirements  of 
§  570.303(c)  of  the  Commimity  Develop¬ 
ment  Block  Grant  (CTDBG)  regulations 
(24  CFR  Part  570),  which  is  submitted 
by  local  government  as  part  of  the  block 
grant  application,  and  is  approved  by  the 
Field  Office  DirectM-. 

(2)  A  HAP,  meeting  the  requirements 
of  S  570.303(c) .  submitted  by  a  local  gov¬ 
ernment  not  participating  in  the  CDBG 
Program  and  approved  by  the  Field 
Office  Director. 

(e)  HCD  Act.  The  Housing  and  Com¬ 
munity  Development  Act  of  1974  (42 
U.S.C.5301). 

(f)  HUD.  The  Department  of  Housing 
and  Urban  Development,  including  the 
Regional  Office  and  the  Area  or  Insuring 
Office  (herein  called  Field  Office)  which 
has  been  delegated  authority  imder  the 
Act  to  perform  functions  pertaining  to 
this  part. 

(g)  Preliminary  Loan  Contract.  A  con¬ 
tract  (on  the  form  prescribed  by  HUD) 
between  HUD  and  the  PHA  imder  which 
HUD  loans  funds  to  the  PHA,  up  to  a 
stated  limit,  to  pay  the  costs  of  prelimi¬ 
nary  siuweys  and  planning  of  a  project. 

(h)  Program  Reservation.  A  written 
notification  by  HUD  to  the  PHA,  which 
is  not  a  legal  obligation,  expressing 
HUD’S  determination,  subject  to  fulfill¬ 
ment  by  the  PHA  of  all  legal  and  admin¬ 
istrative  requirements  within  a  stated 
time,  to  enter  into  a  new  or  amended 
Preliminary  Loan  Contract  or  ACC  cov¬ 
ering  the  stated  number  of  housing  units, 
or  such  lesser  number  as  is  consistent 
with  the  amount  of  contract  and  budget 
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authority  reserved  by  HUD  with  respect 
to  the  Program  Reservation. 

(i)  Project.  An  entire  undertaking  to 
provide  housing  and  necessary  appurte¬ 
nances  under  the  Act,  including  all  real 
or  personal  property,  funds  and  reserves, 
rights,  interests  and  obligations,  _and  re¬ 
lated  activities. 

(j)  Public  Housing  Agency  (PH A). 
Any  state,  county,  municipality,  or  other 
governmental  entity  or  public  body  (or 
agency  or  instrumentality  thereof) 
which  is  authorized  to  engage  in  or  assist 
in  the  development  or  operation  of  low- 
income  housing  and  is  determined  by 
HUD  to  be  eligible  to  undertake  projects 
under  this  part.  Other  regulations  which 
govern  the  operation  and  management 
of  projects  by  a  PHA  are  set  forth  in  24 
CFR  Chapter  VIII,  as  amended  from 
time  to  time. 

§  841.103  Types  of  projects. 

(a)  Determination  of  type  or  project. 
Assistance  under  this  Part  shall  be  used 
to  meet  the  needs  of  household  types  in 
the  jurisdiction  of  the  PHA  whose  needs 
are  not  being  met  under  other  programs 
subject  to  Section  213  of  the  HCD  Act 
proportionately  to  their  share  of  total 
housing  needs  in  the  jurisdiction  of  the 
PHA,  as  shown  by  the  approved  HAP  or 
HAPS  applicable  to  the  jurisdiction,  or 
in  the  absence  of  such  HAPs,  as  deter¬ 
mined  by  HUD.  In  determining  the  ex¬ 
tent  to  which  the  needs  of  any  house¬ 
hold  type  are  being  met,  units  proposed 
or  not  yet  completed  shall  be  counted 
only  if  there  is  a  commitment  or  reserva¬ 
tion  of  funds  or  contract  authority  for 
the  provision  of  federal  or  other  assist¬ 
ance. 

(b)  Low-density  housing  for  families 
with  children.  Projects  approved  under 
this  part  for  families  with  children,  in¬ 
cluding  large  families  (families  requir¬ 
ing  three  or  more  bedrooms) ,  shall  to  the 
maximum  extent  practicable  consist  of 
low-density  housing  (e.g.,  non-elevator 
structures,  scattered  sites  or  other  types 
of  low  density  developments  appropriate 
in  the  locality) . 

(c)  Use  of  high-rise  elevator  struc¬ 
tures.  High-rise  elevator  structures  shall 
not  be  provided  for  families  with  chil¬ 
dren  regardless  of  density  unless  the 
Field  Office  makes  a  determination  that 
there  is  no  practical  alternative.  High- 
rise  buildings  for  the  elderly  or  handi¬ 
capped  may  be  used  if  a  determination  is 
made  by  the  Field  Office  that  such  con¬ 
struction  is  appropriate  taking  into  con¬ 
sideration  land  costs,  safety  and  security, 
and  the  availability  of  community 
services. 

§  841.104  Civil  rights  and  equal  oppor-. 
tunity. 

(a)  Title  VI  and  Title  VIII  and  Execu¬ 
tive  Order  11063.  Title  VI  of  the  Civil 
Rights  Act  of  1964  (42  U.S.C.  2000d)  and 
Executive  Order  11063,  which  prohibit 
discrimination  on  the  basis  of  race,  color, 
creed  or  national  origin  in  federally  as¬ 
sisted  programs,  and  Title  vni  of  the 
Civil  Rights  Act  of  1968,  as  amended  (42 
U.S.C.  3601),  which  prohibits  discrimi¬ 
nation  based  on  race,  color,  religion,  sex 
or  national  origin  in  the  sale  or  rental 
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of  housing,  apply  to  PHAs  under  this 
part. 

(b)  Handicapped  individuals.  Section 
504  of  the  Rehabilitation  Act  of  1973  (29 
U.S.C.  794),  which  prohibits  discrimina¬ 
tion  in  federally  assisted  programs 
against  any  otherwise  qualified  individ¬ 
ual  solely  by  reason  of  a  handicap,  as  de¬ 
fined  by  the  Secretary  of  Health.  Educa¬ 
tion,  and  Welfare,  applies  to  PHAs  under 
this  part. 

(c)  Executive  Order  11246.  Contracts 
for  construction  work  in  connection  with 
Projects  under  this  p>art  are  subject  to 
Executive  Order  11246  (30  FR  12319),  as 
amended  by  Executive  Order  11375  (32 
FR  14303),  and  applicable  implementing 
regulations  (24  CFR,  Part  130;  41  CFR, 
Chapter  60).  rules  and  orders  of  HUD 
and  Office  of  Federal  Contract  Compli¬ 
ance  Programs  of  the  Department  of 
Labor.  Executive  Order  11246  prohibits 
discrimination  and  requires  affirmative 
action  to  ensure  that  employees  or  aiH>li- 
cants  for  employment  are  treated  with¬ 
out  regard  to  their  race,  color,  religion, 
sex  or  national  origin. 

(d)  Section  3  of  the  HUD  Act  of  1968. 
The  projects  imder  this  F>art  are  subject 
to  Section  3  of  the  Housing  and  Urban 
Development  Act  of  1968,  as  amended  (12 
U.S.C.  1701u).  which  requires  that,  to  the 
greatest  extent  feasible,  opportunities  for 
training  and  employment  be  given  lower 
income  residents  of  the  project  area  and 
contracts  for  work  in  connection  with  a 
project  be  awarded  to  business  concerns 
which  are  located  in  or  owned  in  sub¬ 
stantial  part  by  perscms  residing  in  the 
project  area. 

(e)  PHA’s  employment  practices.  In 
connection  with  the  development  or  op¬ 
eration  of  any  project,  the  PHA  shall 
not  discriminate  against  any  employee  or 
applicant  for  emplojmfient  because  of 
race,  color,  religion,  sex  or  national  ori¬ 
gin.  The  PHA  shall  take  affirmative  ac¬ 
tion  to  ensure  that  applicants  are  em¬ 
ployed,  and  that  employees  are  treated 
during  employment,  without  regard  to 
race,  color,  religion,  sex  or  national  ori¬ 
gin.  The  PHA  shall  comply  with  all  HUD 
requirements  against  discrimination  with 
respect  to  employment  by  the  PHA  or  by 
contractors  of  the  PHA.  The  PHA  shall 
adopt  and  promulgate  regulations  with 
respect  to  the  PHA’s  employment  prac¬ 
tices  which  shall  be  in  compliance  with 
this  paragraph.  A  copy  oi  these  regula¬ 
tions  shall  posted  in  the  PHA  office 
and  a  copy  shsdl  be  submitted  to  HUD 
promptly  after  adoption  by  the  PHA. 

§  841.105  Prevailing  wage  rates. 

Not  less  than  the  wages  prevailing  in 
the  locality,  as  predetermined  bv  the  Sec¬ 
retary  of  Labor  pursuant  to  the  Davis- 
Bacon  Act  (40  U.S.C.  276)  shall  be  paid 
to  all  laborers  and  mechanics  employed 
in  the  development  of  the  project.  Not 
less  than  the  wages  prevailing  in  the  lo¬ 
cality,  as  determined  or  adopted  (subse¬ 
quent  to  a  determination  under  applica¬ 
ble  state  or  local  law)  by  HUD,  shall  be 
paid  to  all  architects,  technical  engi¬ 
neers,  draftsmen  and  technicians  em¬ 
ployed  in  the  development  of  the  project. 
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§  841.106  Relocation  and  acquisition. 

Projects  shall  be  developed  in  compli¬ 
ance  with  the  Uniform  Relocation  As¬ 
sistance  and  Real  Property  Acquisition 
Policies  Act  of  1970  (Uniform  Act)  (42 
U.S.C.  4601)  and  HUD  policies  and  re¬ 
quirements  thereunder  (24  cm  Part 
42).  Development  Cost  may  include  the 
cost  of  compliance  with  the  Uniform  Act 
as  well  as  the  actual  reasonable  moving 
expenses  of  a  family  which  is' tempo¬ 
rarily  moved  from  a  project  site  during 
construction  and  is  returned  to  the  site 
after  completion  (see  §  841.406  in  the 
case  of  acquisition  of  a  HUD-owned 
property  or  a  property  with  a  HUD-held 
or  HUD-insured  mortgage) . 

§  841.107  Site  and  construction  stand¬ 
ards. 

(a)  Economy  and  efficiency.  Each 
project,  including  the  site  and  site  im¬ 
provements,  shall  be  developed  in  such 
a  manner  that  the  project  will  not  be  of 
elaborate  or  extravagant  design  or  mate¬ 
rials.  and  the  project  shall  be  developed 
and  administered  to  promote  serviceabil¬ 
ity,  efficiency,  economy  and  stability  and 
to  achieve  the  economic  and  social  well¬ 
being  and  advancement  of  the  tenants. 

(b)  Site  standards.  (1)  Project  sites 
shall  be  subject  to  the  requirements 
with  respect  to  sites  set  forth  in  the 
Project  Selection  Criteria  (24  CFR  Part 
200,  Subpart  N) .  The  physical  character¬ 
istics  and  cost  of  the  site  and  the  avail¬ 
ability  of  utilities  and  of  access  roads  to 
the  site  shall  facilitate  economical  con¬ 
struction  and  operation  of  the  project. 

(2)  Participation  in  this  program  re¬ 
quires  compliance  with  the  National  En¬ 
vironmental  Policy  Act  of  1969  (42  U.S.C. 
4321  et  seq.) ,  the  National  Historic  Pres¬ 
ervation  Act  (Pub.  L.  89-665),  the 
Archeological  and  Historic  Preservation 
Act  of  1974  (Pub.  L.  93-219) ,  Executive 
Order  11593  on  Protection  and  Enhance¬ 
ment  of  the  Cultural  Environment  (in¬ 
cluding  the  procedures  prescribed  by  the 
Advisory  Council  on  Historic  Preserva¬ 
tion  in  36  CFR  Part  800),  the  Clean  Air 
Act  (42  use.  1857  et  seq.),  the  Federal 
Water  Pollution  Control  Act  (33  U.S.C. 
1151  et  seq.)  and  the  Flood  Disaster  Pro¬ 
tection  Act  of  1973  (42  U.S.C.  4001  et 
seq.). 

(c)  Construction  Standards.  (1)  In 
accordance  with  section  6(b)  of  the  Act, 
the  design  of  a  project  shall  include: 
“(i)  The  extra  durability  required  for 
safety  and  security  and  economical 
maintenance  of  such  housing,  (ii)  The 
provision  of  amenities  designed  to  guar¬ 
antee  a  safe  and  healthy  family  life  and 
neighborhood  environment,  (iii)  The  ap¬ 
plication  of  good  design  as  an  essential 
component  of  such  housing  for  safety 
and  security  as  well  as  other  purposes, 
(iv)  The  maintenance  of  quality  in  archi¬ 
tecture  to  reflect  the  standards  of  the 
neighborhood  and  community,  (v)  The 
need  for  maximizing  the  conservation  of 
energy  for  heating,  lighting,  and  other 
purposes,  (vi)  "The  effectiven^s  of  exist¬ 
ing  cost  limits  in  the  area,  and  (vii)  The 
advice  and  recommendations  of  local 
housing  producers.” 
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(2)  The  foregoing  shall  be  in  addition 
to  the  minimum  standards  stated  in  the 
HUD  Minimum  Property  Standards  (24 
CFR  Part  200,  Subpart  S) ,  or  HUD  mini¬ 
mum  Design  Standards  for  Rehabilita¬ 
tion  for  Residential  Properties,  as 
applicable,  and  applicable  state  and  local 
laws,  codes,  ordinances  and  regulations. 

(3)  Projects  for  the  elderly  or  handi¬ 
capped  shall  comply  with  Section  209  of 
the  HCD  Act  and  projects  for  congregate 
or  single  nxHn  (x^cupant  housing  shall 
comply  with  the  appropriate  HUD  guide¬ 
lines  and  standards. 

§  841.108  Contracts  requiring  HUD  ap¬ 
proval. 

(a)  Construction  contracts.  The  PHA 
shall  not,  without  the  prior  writtoi  ap¬ 
proval  of  HUD,  enter  into,  execute  or  {q>- 
prove  any  Preliminary  Contract  of  Sale, 
Ccmtract  of  Sale  or  Construction  Con¬ 
tract.  These  ccmtracts  and  the  contracts 
fw  architectural  and/or  inspectkxi  s«w- 
ices  must  be  on  the  forms  prescrfl)ed  by 
HUD. 

(b)  Other  contracts  requiring  HUD 
approval.  The  PHA  shall  not,  without  the 
prior  written  tq^roval  of  HUD,  mter 
into,  execute  or  approve  any  agreement 
or  contract  for  (1)  Personal,  manage¬ 
ment,  legal  or  other  services  with  any 
person  or  firm  where  the  initial  period 
or  term  of  the  agreement  or  (xmtract 
(including  any  renewal)  is  in  excess 
three  years,  or  (2)  Where  the  amount  of 
the  agreemoit  or  ctmtract  is  in  excess  oH 
the  amount  included  for  such  purpose 
in  the  HUD-iU>proved  devd(Hmient  cost 
budget  (H*  operating  budget  or  an  amount 
specified  from  time  to  time  by  HUD.  as 
the  case  ms^  be.  <»:  (3)  Where  the  agree¬ 
ment  or  (xmtract  is  for  legal  or  other 
services  in  otmnectkm  with  litigaticm. 

§  841.109  Notification  of  Housing  as¬ 
sistance  availability  (NOHAA). 

In  the  context  of  the  cfmstraints  on 
the  use  ol  housing  assistance  funds,  in¬ 
cluding  HAPs  and  local  needs  (see  24 
CFR  Part  891) ,  the  Field  Office  shall  de¬ 
termine  the  geographic  areas  in  vdtich 
the  housing  is  to  be  kx»ted,  the  extoit 
to  which  assistants  is  to  be  made  avaO- 
able  for  new  coDstruction.  acquisititm 
with  substantial  rdiabflitation  or  acqui- 
siti(m  of  existing  housing  and  the  sizes 
and  tirpes  of  housing.  As  ixompUy  as 
possible,  the  Field  Office  shall  send  to  the 
iU>pnH>riate  PHAs  a  NOHAA  stating  the 
availability  of  housing  assistance  for 
adiich  they  may  ai^^,  including  infm*- 
mation  reflecting  the  Fidd  OBices  de- 
terminatkms  and  the  deadline  date  for 
submission  of  an  Apidication.  To  the  ex¬ 
tant  feasible,  a  copy  of  the  NOHAA 
should  be  sent  to  the  Chief  Executive  Of¬ 
ficers  of  local  governments  in  the  an^- 
cable  geograi^iic  area,  representatives 
of  the  media  and  organizations  inta'ested 
in  housing  and  uit>an  devdcqxnent.  Ap¬ 
propriate  instructions,  forms  and  other 
program  informatiMi  necessary  to  pre¬ 
pare  an  Apidicati<Hi  shall  be  sent  by  the 
Fi^  Office  to  each  PHA. 

§841.110  Application  submimion. 

(a)  Eligibility.  To  be  eligible  to  par¬ 
ticipate  undo*  this  part,  an  enti^  diall 


dem<nistrate  that  it  meets  the  d^niti(Hi 
of  a  PHA  and  has  the  required  legal  au¬ 
thority  to  perform  all  the  functions  of  a 
PHA  under  this  part.  Generally,  the  en¬ 
tity  will  have  been  created  pursuant  to  a 
state  housing  authorities  law.  In  such 
cases,  a  r^erence  in  the  AiH>lication  to 
ACX^  previously  entered  into  will  be  suf¬ 
ficient  to  establi^  prima  facie  digibility. 
Where  the  eligibility  of  such  an  entity 
has  not  been  previously  approved  by 
HUD  or  wh»e  the  entity  was  not  created 
pursuant  to  a  state  housing  authorities 
law.  the  Fidd  Office  shall  advise  the  en¬ 
tity  of  the  documents  that  must  be  sub¬ 
mitted  to  establish  eligibility.  The  evi¬ 
dence  that  the  entity  has  the  required 
legal  authority  shall  include  citations  to 
and  ctvies  ot  state  or  local  law.  the 
charto*  or  other  organizational  papers 
establishing  the  entity  and  an  opinion 
from  counsel  that  the  entity  has  all  the 
legal  authority  required  to  devdw  and 
operate  a  low-income  project  under  this 
pcu:!. 

(b)  Apyiication.  To  apply  for  a  Pro¬ 
gram  Reservation,  a  PHA  shall  submit 
an  Application  (on  the  form  prescribed 
by  HUD) ,  which  shall  identify  the  num¬ 
ber  and  types  of  units,  the  site  or  loca¬ 
tion  insofar  as  it  has  been  determined 
and  its  relationship  to  HAPs  and  site 
requirraients;  state  whether  new*  con- 
struction,  acquisition  with  substantial 
rehabilitation  or  acquisition  of  existing 
housing  is  proposed;  state  the  proposed 
production  method  which  in  the  case 
of  new  cmistruction  shall  be  the  turnkey 
method  unless  adequate  justification  is 
fiunished;  show  that  the  household 
types  for  whose  needs  the  project  will  be 
developed  will  be  in  accordance  with 
i  841.103(a) ;  and  furnish  a  statement 
that  the  project  will  be  developed  in  ac-  . 
cordance  with  {  841.103  with  any  justi¬ 
fication  required  thereunder.  If  the  Ap¬ 
plication  identifies  a  site  or  sites,  the 
Chief  Executive  Officer  of  the  unit  of 
general  l(x^  government  in  which  the 
pnvosed  housing  is  to  be  located  should 
have  been  requested  pursuant  to  Section 
213  of  the  HCD  Act  by  the  PHA  to  pro¬ 
vide  a  letter  stating  his  finding  as  to  (xm- 
sistency  with  the  locality’s  aivroved 
HAP.  or  in  the  absence  of  a  HAP  as  to 
Whether  there  is  or  will  be  available  in 
the  area  public  facilities  and  services 
adequate  to  serve  the  proposed  project. 
Where  such  letter  has  been  provided,  it 
shall  be  attached  to  the  PHA’s  Appli¬ 
cation.  The  Application  shall  also  be  ac¬ 
companied  by  an  executed  Cooperation 
Agreement.  If  a  Cooperation  Agreement 
already  exists  for  the  l(x»tion  sufficient 
to  cover  the  number  of  units  in  the  Ap¬ 
plication.  a  statement  to  this  effect  may 
be  included  in  the  Application. 

(c)  Preliminary  loan.  The  Applica¬ 
tion  for  a  Program  Reservaticm  may  in- 
clude  an  anilication  for  a  preliminary 
loan,  which  must  be  accompanied  by  a 
resoluti(m  oS  the  IcKal  governing  body 
aniroving  the  application  for  a  pre¬ 
liminary  loan.  Such  an  application  shall 
state  the  amount  requested  and  explain 
the  purpose  for  which  these  funds  are  to 
be  used.  (See  {  841.113). 


§  841.111  Field  Office  review  and  ap¬ 
proval  of  applications. 

(a)  Prerequisites  to  application  ap¬ 
proval.  The  Field  Office  shall  begin  proc¬ 
essing  of  complete  Applications  promptly 
after  receipt.  Each  Application  will  be 
evaltiated  on  the  basis  of  all  pertinent 
factors  under  this  part.  In  addition  to 
meeting  the  requirements  of  §  841.110, 
an  Application  ^all  be  approved  if  the 
Field  Office  determines  that: 

(1)  The  PHA’s  Application  meets  the 
requirements  of  $  841.103. 

(2)  The  PHA’s  Application  is  likely  to 
meet  the  requirements  for  approval  of 
the  Development  Program  xmder  $  841.- 
115(c). 

(3)  The  PHA  has  the  (».pability  to  pro¬ 
vide  adequate  administration  of  the  de¬ 
velopment  and  operation  of  the  project 
and  other  HUD-assLsted  projects  of  the 
PHA  are  in  compliance  with  all  appli¬ 
cable  HUD  requirements. 

(b)  Designated  site.  If  specific  sites 
are  designated  for  the  proposed  project 
in  the  Application,  the  Field  Office  may 
approve  the  Application,  while  deferring 
approval  on  the  site,  or  may  withhold 
decisi(m  on  the  Application  until  after 
approval  of  the  site.  In  either  event,  the 
Field  Office  shall  promptly  initiate  the 
necessary  action  to  (>btain  compliance 
with  Section  213  of  the  HCD  Act  and 
A-95: 

(1)  For  purposes  of  compliance  with 
Section  213,  Review  of  Applications  for 
Housing  As^tance;  Allocation  of  Hous¬ 
ing  Assistance  Funds  (24  C7FR  Part  891; 
published  in  41  FR  35660,  August  23, 
1976)  shall  be  followed. 

(2)  For  A-95  clearance.  Implementa- 
ti(m  of  OMB  Circular  A-95  (24  CFR  Part 
52;  published  in  41  FR  41874,  September 
23,  1976)  shall  be  followed. 

(c)  Notification  of  deficiencies.  If  the 
evaluation  discloses  deficien(ues  that  can 
be  corrected,  the  Field  Office  shall  notify 
the  PHA  in  writing  of  the  deficiencies 
and  give  the  PHA  a  reascmable  oppor¬ 
tunity  to  correct  the  deficiencies. 

(d)  Notification  of  approval.  Hie  Field 
Office  shall  issue  a  Pnigram  Reservation 
to  the  PHA  whose  Application  is  ap¬ 
proved.  specifying  new  constructi(m,  ac¬ 
quisition  with  substantial  rehabilitation 
(H*  acqifisition  of  existing  housing,  the 
production  methcxl  and  the  location.  If 
the  Aivlication  is  approved  for  fewer 
units  than  requested,  the  Program  Res- 
ervati(m  shall  be  accompanied  by  a 
statement  of  the  reasons  for  not  approv¬ 
ing  the  number  of  units  requested.  The 
Program  Reservation  shall  set  a  time 
limit  of  not  to  exceed  one  year  within 
which  the  PHA  must  submit  an  an>rov- 
aUe  Develoixnent  Program.  The  Field 
Office  shall  cancel  the  Program  Reserva- 
ti<Mi  if  the  time  limit  is  exceeded  unless 
the  Field  Office  determines,  for  good 
cause,  to  extend  the  time  limit. 

(e)  Notification  of  disapproval.  Any 
PHA  whose  Apidication  was  not  approved 
by  the  Field  Office  shall  be  sent  a  letter 
notifying  the  PHA  of  the  determination 
and  of  the  reasons  therefor. 

(f)  Deficiency  or  excess  of  available 
housing  assistance.  (1)  If  the  available 
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contract  authority  and  budget  authority 
are  not  sufficient  for  all  the  approvable 
Applications,  the  Field  Office  shall  ap¬ 
prove  the  Applications  with  respect  to 
localities  and  number  and  types  of  units 
most  nearly  in  accord  with  the  require¬ 
ments  of  section  213  of  the  HCD  Act. 

(2)  Where  approved  Applications  are 
or  become  insufficient  to  utilize  fully  the 
available  contract  authority  and  budget 
authority,  the  Field  Office  may  give  fur¬ 
ther  consideration  to  other  Applications, 
affording  PHAs  an  opportimity  to  remedy 
any  deficiencies,  or  the  Field  Office  may 
solicit  Applications  from  other  appro¬ 
priate  PHAs  for  localities  to  which  the 
housing  assistance  may  be  reallocated. 

§841.112  Time  schedule. 

Promptly  after  issuance  of  a  Program 
Reservation,  the  PHA  and  the  Field 
Office  shall  hold  a  Project  Planning 
Conference  at  which  they  shall  mutually 
agree  upon  a  Time  Schedule,  consistent 
with  the  deadline  stated  in  the  Program 
Reservation,  of  all  actions  to  be  taken 
by  the  PHA  and  HUD  during  planning 
and  construction  of  the  project.  The  PHA 
and  Field  Office  shall  adhere  to  the  Time 
Schedule,  and  any  deviation  shall  be  ex¬ 
plained  in  the  project  file. 

§  841.113  Preliminary  loan. 

(a)  Amount.  If  a  Program  Reservation 
is  issued,  the  Field  Office  may  approve  a 
preliminary  loan  to  pay  the  cost  of  pre¬ 
liminary  surveys  and  planning  (includ¬ 
ing  the  cost  of  HUD-approved  ap¬ 
praisals)  necessary  to  prepwire  a  De¬ 
velopment  Program.  The  maximum 
amount  of  the  preliminary  loan  shall  be 
$200  per  unit  ($400  per  unit  in  Alaska) ; 
however,  where  the  PHA  is  able  to  jus¬ 
tify  a  higher  amoimt  because  of  special 
circumstances,  the  Field  Office  may  per¬ 
mit  a  maximum  amount  of  $500  per  unit 
($1,000  per  unit  in  Alaska).  The  Field 
Office  shall  review  the  PHA’s  explana¬ 
tion  set  forth  in  its  Application  of  the 
need  for  funds  and  shall  approve  a  pre¬ 
liminary  loan  in  the  amoimt  which  the 
Field  Office  determines  is  a  reasonable 
expenditure  for  the  accomplishment  of 
tasks  that  are  clearly  necessary  to  pre¬ 
pare  the  Development  Program.  Where 
the  maximum  amount  approvable  by  the 
Field  Office  is  insufficient,  a  request  may 
be  submitted  to  the  Assistant  Secretary 
for  Housing-Federal  Housing  Commis¬ 
sioner  for  authorization  to  provide  addi¬ 
tional  preliminary  loan  funds.  Any  such 
request  shall  be  supported  by  full  justi¬ 
fication  for  the  proposed  expenditures. 

(b)  Repayment  of  preliminary  loans. 
The  amount  of  preliminary  loan  funds 
advanced  by  HXJD  to  the  PHA  are  in¬ 
cluded  in  the  development  cost  of  a 
project  and  covered  by  the  development 
loan  funds  under  the  ACC.  In  the  event 
the  project  fails  to  reach  A(X:,  the  total 
amount  of  preliminary  loan  funds  ad¬ 
vanced  to  the  PHA  shall  be  repaid  to 
HUD  by  the  PHA  from  any  funds  or  as¬ 
sets  available  for  this  purpose. 

§841.114  Site  approval. 

(a)  Tentative  site  approval.  The  PHA 
shall  request  tentative  Field  Office  ap¬ 


proval  for  each  site  by  submitting  a 
Preliminary  Site  Report  (on  the  form 
prescribed  by  HUD) .  The  PHA  may  sub¬ 
mit  the  Preliminary  Site  Report  with  the 
Application.  Unless  A-95  and  Section 
213  compliance  was  completed  at  the 
time  of  the  Application,  the  Ffield  Office 
shall  obtain  compliance  by  forwarding 
copies  of  the  Preliminary  Site  Report  in 
accordance  with  §  841.111(b)  and  Ten¬ 
tative  Site  Approval  shall  not  be  given 
until  the  response  periods  for  A-95  and 
Section  213  have  ended.  Tentative  site 
approval  shall  not  be  given  unless  HUD’s 
environmental  requirements  have  been 
met.  The  Field  Office  shall  notify  the 
PHA  as  soon  as  possible  of  tentative  site 
approval  or  disapproval  of  the  proposed 
sites  or  portions  thereof.  The  noUiica- 
tion  shall  specifically  state  any  condi¬ 
tions  to  be  met  for  final  site  aoproval. 
A  notification  of  disaporoval  shall  state 
the  reasons  for  disapproval. 

(b)  Final  site  avproval.  To  obtain  final 
site  approval,  the  PHA  shall  submit 
documentation  that  conditions,  if  any,  of 
tentative  site  approval  have  been  met, 
request  a  HUD  appraisal  (unless  previ¬ 
ously  requested)  and  submit  title  infor¬ 
mation,  site  surveys  and  evidence  of  site 
control  which  are  satisfactory  to  the 
Field  Office.  For  acquisition  projects  un¬ 
der  Subpart  D  of  this  part,  the  appraisal 
shall  be  of  the  “as  is”  value  of  the  prop¬ 
erty.  nie  Field  Office  shall  not  give  final 
site  approval  or  approve  a  Development 
Program  until  all  of  these  requirements 
have  been  satisfied.  Final  site  approval 
shall  not  constitute  authorization  to  ac¬ 
quire  a  site  or  property. 

(c)  Site  acquisition.  The  PHA  shall 
not  authorize  a  turnkey  developer  to  ac¬ 
quire  a  site  or  make  a  commitment  to 
acquire  a  site  until  after  execution  of  the 
ACC.  The  PHA  shall  not  acquire  a  site 
or  make  a  commitment  for  acquisition 
until  after  execution  of  the  ACC.  Own¬ 
ership  of  the  site  bv  the  PHA  or  develop¬ 
er  as  required  by  the  production  method 
being  used  shall  be  accomplished  prior 
to  execution  of  the  Construction  Con¬ 
tract  for  conventional  or  prior  to  com¬ 
mencement  of  construction  for  turnkey. 

§841.115  Development  program. 

(a)  Description.  A  Development  Pro¬ 
gram  is  a  statement  of  the  basic  ele¬ 
ments  of  a  project,  which  is  prepared  by 
the  PHA  (on  the  form  and  attachments 
prescribed  by  HUD)  and  includes:  (1) 
Site  documentation  required  by  §  841,- 
114(b),  (2)  Preliminary  Plans  and  Spec¬ 
ifications  (or  Work  Write-Ups  for  ac¬ 
quisition  projects  under  Subpart  D  of 
this  part),  (3)  Estimate  of  Total  Devel¬ 
opment  Cost,  (4)  Demonstration  of  Fi¬ 
nancial  Feasibility,  and  (5)  Updating  of 
Administrative  Capability  of  the  PHA. 
The  Development  Program  shall  be 
adopted  by  the  PHA  and  submitted  to 
the  Field  Office  for  approval. 

(b)  Development  cost.  (1)  The  Total 
Development  Cost  is  the  sum  of  all  HUD- 
approved  costs  for  planning  administra¬ 
tion,  land  acquisition,  relocation,  demo¬ 
lition,  construction  and  equipment,  their 
necessary  financing  (including  interest 
and  other  carrying  charges,  if  any,  to  the 


point  authorized  by  HUD) ,  initial  oper¬ 
ating  deficit,  and  any  other  costs  neces¬ 
sary  to  carrying  out  the  development  of 
the  project.  It  shall  include  funds  neces¬ 
sary  to  cover  any  preliminary  loan  funds 
advanced  to  the  PHA.- Development  cost 
may  include  on-site  streets  and  drive- 
wavs,  on-site  utilities,  non-dwelling  fa¬ 
cilities,  a  contingency  allowance  (not  to 
exceed  1%  for  turnkey  or  5%  for  con¬ 
ventional)  and  insurance  premiums  for 
the  first  three  years. 

(2)  For  new  construction  projects, 
dwelling  construction  and  equipment 
cost  shall  not  exceed  110  percent  of  the 
appropriate  prototype  cost  for  the  area 
published  by  HUD  (Appendix  A) .  When 
the  PHA  finds  that  toe  Project  Proto¬ 
type  Cost  Limit,  calculated  by  using  the 
latest  costs  published  in  toe  Federal 
Register,  is  inadequate  to  produce  an 
approvable  estimated  dwelling  construc¬ 
tion  and  equipment  cost,  the  PHA  may 
request  that  the  published  prototype 
costs  be  revised.  Specific  justification  and 
cost  data  must  accompany  toe  request. 

(3)  For  acquisition  projects  under 
Subpart  D  of  this  part  the  Total  Devel¬ 
opment  Cost  shall  not  exceed  90  percent 
(or  appropriately  lower  percentage  if  toe 
acquired  project  has  less  than  a  40-year 
useful  life)  of  toe  imputed  development 
cost  of  a  comparable  hyp>othetical  newly 
constructed  low-income*  housing  project 
unless  the  PHA  demonstrates  that  a 
higher  amount  is  necessary  for  toe  ac¬ 
quisition  and  rehabilitation  of  proper¬ 
ties  in  accordance  with  a  locally  estab¬ 
lished  plan  for  neighborhood  preserva¬ 
tion  and  revitalization  and  such  higher 
amount  is  approved  by  toe  Assistant  Sec¬ 
retary  for  Housing. 

(4)  Where  the  project  would  be  re¬ 
quired  to  bear  a  part  or  all  of  toe  cost 
of  off -site  facilities  if  it  were  a  private 
development,  toe  cost  of  such  facilities 
may  be  included  in  toe  Total  Develop¬ 
ment  C)ost:  provided  that  toe  Field  Office 
determines  that  toe  off-site  facilities  are 
a  necessary  appurtenance  to  the  project 
and  the  amount  included  is  limited  to 
the  lower  of:  (i)  The  HUD  approved 
estimate  of  the  cost  of  such  facilities,  or 
(ii)  The  enhancement  in  value  of  toe 
project  site  attributable  to  such  facilities. 
Where  the  cost  of  off -site  facilities  is  re¬ 
quired  to  be  borne  by  toe  local  govern¬ 
ment  without  cost  to  the  project, 
whether  because  of  normal  practice  or 
bv  virtue  of  the  Cooperation  Agreement, 
the  cost  of  such  facilities  may  not  be 
included  in  Total  Development  Cost,  but 
the  Field  Office  may  arrange  for  a  HUD 
loan  evidenced  by  an  Off-Site  Facilities 
Note;  provided  that  toe  Field  Office  de¬ 
termines  that  toe  off -site  facilities  are 
a  necessary  appurtenance  to  the  project 
and  toe  amount  is  limited  to  toe  lower  of 
(A)  The  HUD  approved  estimate  of  the 
cost  of  such  facilities,  or  (B)  The  en¬ 
hancement  in  value  of  the  project  site 
attributable  to  such  facilities:  and  pro¬ 
vided.  that  toe  PHA  submits  legally  en¬ 
forceable  commitments,  acceptable  to 
HUD,  to  repay  the  cost  of  such  facilities 
from  sources  other  than  annual  contri¬ 
butions  or  project  income. 

(c)  Financial  feasibility  test  and  oper¬ 
ating  subsidies.  (1)  The  Development 
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Program  shall  be  approved  if  the  Field 
Office  determines  that  the  project  is 
financially  feasible  based  on  the  PHA’s 
demonstration,  in  the  form  prescribed 
by  HUD,  that  the  project’s  estimated 
operating  expenses  do  not  exceed  the 
estimated  operating  income  without  the 
use  of  operating  subsidy,  or  as  provided 
in  paragraph  (c)  (3)  and  (4)  of  this 
section. 

(2)  The  estimate  of  operating  ex¬ 
penses  shall  be  the  annual  average  of  the 
projected  operating  expenses  for  the  first 
three  years  of  operation  based  on  the 
operations  of  a  comparable  well-man¬ 
aged  project  and  other  HUD  standards 
for  operation,  including,  as  required  by 
section  6(c)  (4)  of  the  Act, 

(i)  The  establishment  of  satisfactory 
procedures  designed  to  assure  the 
prompt  payment  and  collection  of  rents 
and  the  prompt  processing  of  evictions 
in  the  case  of  nonpayment  of  rent;  and 

(ii)  The  establishment  of  effective 
tenant-management  relationships  de¬ 
signed  to  assure  that  satisfactory  stand¬ 
ards  of  tenant  security  and  project 
maintenance  are  formulated  and  that 
the  PHA  (together  with  tenant  councils 
where  they  exist)  enforces  those  stand¬ 
ards  fully  and  effectively. 

(3)  The  estimate  of  operating  income 
shall  be  the  projected  income  for  the 
first  fiscal  year  of  operation  without  use 
of  operating  subsidy  based  upon  95  per¬ 
cent  occupancy  by  a  tenant  body  selected 
in  accordance  with  regulations  (based 
on  sections  3  and  6(c)  (4)  of  the  Act  and 
24  CFR  Part  860)  which  are  designed 
to  achieve: 

(i)  The  establishment  of  tenant  selec¬ 
tion  criteria  designed  to  assure  that  the 
project  will  include  families  with  a  broad 
range  of  incomes  and  will  avoid  con¬ 
centrations  of  low-income  and  deprived 
families  with  serious  social  problems,  but 
this  shall  not  permit  maintenance  of 
vacancies  to  await  higher  income  tenants 
where  lower  income  tenants  are  avail¬ 
able;  and 

(ii)  Occupancy  of  at  least  20  percent 
of  the  dwelling  units  by  very  low-income 
families. 

(4)  Pursuant  to  paragraph  (c)  (3)  of 
this  section,  the  PHA  shall  determine 
the  range  of  low-income  families  resid¬ 
ing  in  the  county,  or  jurisdiction  of  the 
PHA  if  data  is  available,  by  household 
types  (elderly /non-elderly)  and  by  in¬ 
come  intervals.  The  percentage  distribu¬ 
tion  of  these  families  by  established  in¬ 
come  intervals  shall  be  recorded.  The 
PHA  shall  determine  the  estimated 
rental  income  of  the  project  by  project¬ 
ing  occupancy  which  replicates  as  nearly 
as  feasible  the  percentage  distribution 
of  families  (provided  that  at  least  20% 
of  the  families  shall  be  very  low-income) 
and  by  applying  its  current  rent  deter¬ 
mination  standards  to  the  median  net 
income  of  such  families  in  each  income 
intervals.  If  this  analysis  shows  that  the 
estimated  rental  income  would  be  in¬ 
sufficient  to  meet  estimated  operating 
expenses,  the  PHA  may  request  the  ap¬ 
proval  of  the  required  operating  subsidy. 


(5)  Requirements  or  preferences  for 
those  living  in  the  jurisdiction  of  the 
PHA  at  the  time  of  application  are  per¬ 
missible  subject  to  the  following;  No 
requirement  or  preference  may  be  based 
upon  the  identity  or  location  of  the  hous¬ 
ing  which  is  occupied  or  proposed  to  be 
occupied  by  the  applicant  nor  upon  the 
length  of  time  the  applicant  has  resided 
in  the  jurisdiction;  applicants  who  are 
working  or  who  have  been  notified  that 
they  are  hired  to  work  in  the  jurisdiction 
shall  be  treated  as  residents  of  the 
jvuisdiction. 

(6)  The  PHA  shall  be  committed  to 
selection  of  tenants,  achievwnent  and 
maintenance  of  project  occupancy  and 
operation  of  the  project  in  accordance 
with  the  foregoing  principles  and  as  indi¬ 
cated  in  connection  with  its  projections 
of  income  and  operating  expenses. 

(7)  No  request  for  operating  subsidy 
based  upon  an  operating  deficit  with  re¬ 
spect  to  the  project  for  the  first  fiscal 
year  which  is  substantially  in  excess  of 
the  amount,  if  any,  included  in  the  ap¬ 
proved  Development  Program  shall  be 
considered  by  HUD  unless  the  PHA 
clearly  shows  to  the  satisfaction  of  HUD 
that  such  operating  deficit  was  due  to 
changes  in  circumstances  (e.g..  a  defi¬ 
ciency  of  relatively  higher  income  appli¬ 
cants  notwithstanding  best  efforts  by  the 
PHA  to  obtain  such  applicants)  which 
(i)  could  not  reasonably  have  been  fore¬ 
see,  or  (ii)  were  beyond  the  control  of 
the  PHA  to  prevent  or  mitigate,  and  in 
either  case  (iii)  were  reported  to  HUD 
promptly  at  the  time  of  their  occurrence. 

(8)  Any  application  for  operating  sub¬ 
sidy  after  the  first  fiscal  year  shall  in¬ 
clude  a  showing  that  the  PHA  has  used 
its  best  efforts  to  comply  with  its  com¬ 
mitment  stated  'in  paragraph  (c)  (6)  of 
this  section. 

§  841.116  Annual  contributions  con¬ 
tract. 

(a)  Timing.  The  ACX:  shall  be  based 
on  the  HUD-£^proved  Development  pro¬ 
gram.  The  ACC  for  a  project  shall  not 
be  executed  until  the  PHA  has  adopted 
and  HUD  has  approved  the  Development 
Program.  The  PHA  shall  not  enter  into 
any  Construction  Contract,  Preliminary 
Contract  of  Sale.  Contract  of  Sale,  con¬ 
tracts  for  rehabilitation  work  or  con¬ 
tracts  to  acquire  a  property  until  after 
execution  of  the  ACC.  Following  execu¬ 
tion  of  an  ACC,  no  modifications  may  be 
made  in  a  Development  Program  except 
in  accordance  with  procedures  prescribed 
by  HUD. 

(b)  Development  funds.  HUD  will  pro¬ 
vide  or  will  assure  the  provision  of  devel¬ 
opment  loan  funds  pursuant  to  its  obli¬ 
gation  to  make  loans  as  stated  in  the 
ACC.  Annual  contributions  payable  by 
HUD  for  debt  service  shall  in  no  case 
exceed  a  sum  equal  to  the  annual  amount 
of  principal  and  interest  payable  on  obli¬ 
gations  issued  by  the  PHA  to  finance  the 
development  or  acquisition  cost  of  the 
project.  In  no  case  shall  such  annual 
contributions  be  in  excess  of  the  maxi¬ 


mum  sum  specified  in  the  ACC,  nor  shall 
the  munber  of  annual  contributions  be 
greater  than  the  number  authorized  by 
the  ACC,  nor  shall  the  annual  contribu¬ 
tions  be  paid  over  a  period  in  excess  of 
forty  years.  Where  the  Field  Office  has 
determined  that  an  acquisition  project 
under  Subpart  D  of  this  part  has  less 
than  a  forty  year  useful  life,  the  term 
of  the  ACC  and  the  number  of  pasunents 
shall  be  appnH>riately  reduced. 

(c)  Repayment.  In  the  event  that  a 
project  does  not  reach  the  point  where 
annual  contributiwis  are  payable  by 
HUD,  the  amoimt  of  development  loan 
funds  advanced  to  the  PHA  by  HUD  or 
other  sources  shall  be  repaid  by  the  PHA 
from  any  funds  or  assets  available  for 
this  purpose. 

§841.117  Construction  requirements. 

(a)  Economy.  The  PHA  shall  complete 
development  of  the  project  in  accordance 
with  the  approved  Development  Program 
at  the  lowest  possible  cost  and  in  no 
event  at  a  cost  in  excess  of  the  Total 
Development  Cost  approved  by  HUD. 

(b)  Changes  in  contracts.  'ITte  PHA 
shall  not  order  or  agree  to  any  changes 
in  or  additions  to  the  work  required 
imder  the  Construction  Contract  or  Con¬ 
tract  of  Sale  except  as  authorized  by  the 
provisions  of  these  contracts  or  with 
prior  HUD  approval. 

(c)  Construction  inspections.  (1)  The 
PHA  shall  be  responsible  for  inspections 
during  construction  which  shall  be  per¬ 
formed  by  an  architect  or  other  quali¬ 
fied  person  with  the  frequency  and  in 
accordance  with  such  standards  as  HUD 
shall  prescribe  for  the  production  meth¬ 
od  involved.  The  PHA  shall  forward 
copies  of  all  inspection  reports  to  the 
Field  Office  with  comments  on  actions 
taken  to  remedy  deficiencies. 

(2)  Field  Office  representatives  shall 
make  on-site  inspections  as  required  by 
HUD.  A  copy  of  each  inspecticm  report 
shall  be  sent  to  the  PHA  with  recom¬ 
mendations  of  actions  to  be  taken  by  the 
PHA. 

(d)  Final  inspection  and  acceptance 
of  project.  (1)  The  contractor  or  de¬ 
veloper  shall  notify  the  PHA  in  writing 
as  to  the  date  when  the  contract  work 
or  stages  when  applicable,  including 
agreed  to  off-site  work,  will  be  completed 
and  ready  for  final  inspection.  If  the 
PHA  determines  that  the  state  of  the 
work  is  sis  represented,  the  PHA  shall 
promptly  notify  the  Field  Office.  The 
final  inspection  shall  be  made  jointly  by 
the  representatives  of  the  PHA,  the  Field 
Office  and  the  contractor  or  developer. 

(2)  If  the  inspection  discloses  no  de¬ 
ficiencies  other  than  punch  list  items 
or  items  awaiting  seasonal  opportunity 
to  complete,  the  PHA  shall  submit  for 
Field  Office  approval  an  Interim  Certifi¬ 
cate  of  Completion,  which  shsiU  detail 
the  items,  and  a  proposed  time  schedule 
agreed  to  by  the  contractor  or  developer 
and  the  PHA  for  completion  of  the  items. 
Upon  Field  Office  approval,  the  PHA 
may  release  the  monies  to  the  contrac- 
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tor  or  developer  less  the  withholdings 
required  by  the  contract. 

(3)  The  contractor  or  developer  shall 
complete  the  punch  list  items  and  items 
awaiting  seasonal  opportunity  in  accord¬ 
ance  with  the  HUD-approved  time 
schedule  for  completion  of  the  items. 
The  contractor  or  developer  will  be  paid 
for  such  items  only  after  inspection  and 
acceptance  by  the  PHA  and  the  Field 
OfiBce;  the  PHA  and  Field  Office  shall 
not  accept  any  items  if  there  is  a  dis¬ 
pute  as  to  whether  such  items  have  been 
completed.  If  the  PHA  is  satisfied  that 
the  applicable  requirements  of  the  con¬ 
tract  have  been  met,  the  PHA  shall  sub¬ 
mit  to  the  Field  Office  a  Final  Certifi¬ 
cate  of  Completion  and  upon  receiving 
Field  Office  approval  shall  release  to  the 
contractor  or  developer  the  amounts 
withheld  with  respect  to  such  items  in 
accordance  with  the  applicable  provisions 
of  the  contract. 

(e)  Warranties.  The  Construction  Con¬ 
tract  or  Contract  of  Sale  shall  specify 
the  warranty  period  applicable  to  all 
items  of  construction,  including  items 
covered  by  manufacturer’s  and  supplier’s 
warranties,  and  shall  provide  for  as¬ 
signment  to  the  PHA  of  all  manufac¬ 
turer’s  and  supplier’s  warranties.  The 
PHA  shall  inspect  each  dwelling  unit 
not  less  often  than  every  three  months 
during  the  contractor’s  or  developer’s 
warranty  period  or  periods  beginning 
three  months  after  the  date  of  the  ap¬ 
proved  Interim  Certificate  of  Completion, 
provided  that  there  shall  be  a  final  in¬ 
spection  in  time  to  exercise  rights  before 
expiration  of  the  warranties.  These  in¬ 
spections  shall  also  cover  all  items  imder 
manufacturer’s  and  supplier’s  warranties 
and,  to  the  extent  feasible,  the  PHA 
shall  check  the  condition  of  items  cov¬ 
ered  by  these  warranties  so  as  not  to  lose 
any  rights  imder  them. 

Subpart  B — ^Turnkey  Method — New 
Construction 

§  841.201  Description. 

Under  the  Turnkey  method,  the  PHA, 
following  issuance  of  a  Program  Reser¬ 
vation,  advertises  for  developers  to  sub¬ 
mit  proposals  to  provide  a  completed 
project,  including  site,  as  described  in 
the  PHA’s  Invitation  for  Proposals  and 
the  developer’s  packet.  Tlie  PHA  selects, 
subject  to  HUD  approval,  the  best  of  the 
proposals  received,  taking  into  consid¬ 
eration  site,  cost,  design,  the  developer’s 
experience  and  other  evidence  of  ability 
to  complete  the  project.  After  HUD  ap¬ 
proval  of  the  proposal  selected  by  the 
PHA,  the  working  drawings  and  specifi¬ 
cations  are  agreed  to  by  the  developer, 
the  PHA  and  HUD,  and  the  developer 
and  the  PHA  enter  into  a  Contract  of 
Sale.  The  developer  is  fully  responsible 
for  all  development  and  construction, 
including  the  provision  of  necessary  fi¬ 
nancing.  Upon  ccHnpletion  of  the  project 
in  accordance  with  the  Contract  of  Sale, 
the  PHA  purchases  the  project  from  the 
developer. 

§  841.202  Invitation  for  proposals. 

(a)  Preparation  and  distribution.  The 
PHA  shall  prepare  and  submit  to  the 


Field  Office  the  Invitation  for  Proposals 
and  the  developer’s  packet  containing 
full  project  information  and  detailed 
minimum  submission  requirements 
which  shall  be  in  full  compliance  with 
the  provisions  of  this  part  and  as  ap¬ 
proved  by  HUD.  Upon  approval  by  the 
Field  Office,  the  PHA  shall  publish  the 
Invitation  at  least  weekly  for  two  con¬ 
secutive  weeks  in  a  local  newspaper  of 
general  circulation  and  shall  also  dis¬ 
tribute,  to  the  extent  feasible,  copies  of 
the  Invitation  to  the  media,  trade  asso¬ 
ciations,  local  minority  organizations 
and  developers  and  builders.  The  PHA 
shall  furnish  a  copy  of  the  developer’s 
packet  to  all  parties  indicating  interest 
in  responding  to  the  Invitation.  The  In¬ 
vitation  shall  specify  a  deadline  by  which 
proposals  must  be  received  by  the  PHA 
and  a  date,  time  and  place  for  opening 
of  proposals. 

(b)  Preselected  sites.  ’The  PHA  may,  if 
approved  by  the  Field  Office,  preselect  a 
site.  The  PHA’s  request  to  preselect  a  site 
shall  identify  the  site  and  shall  include 
a  justification  stating  the  reasons  why 
preselection  is  requested.  Preselected  sites 
must  receive  fintd  site  approval  from  the 
Field  Office  prior  to  publication  of  the  In¬ 
vitation  for  Proposals.  If  the  preselected 
site  is  owned  bv  the  PHA,  the  PHA’s  In¬ 
vitation  may  limit  proposals  to  that  site. 
If  the  site  is  not  owned  by  the  PHA,  the 
PHA  shall  specify  in  its  request  whether 
it  proposes  to  limit  proposals  to  the  pre¬ 
selected  site  and,  if  so,  the  reasons  for 
such  limitation.  The  Field  Office  shall 
promptly  advise  the  PHA  of  its  deter¬ 
mination  and  the  reasons  for  the  deci¬ 
sion.  Where  preselection  is  approved,  Uie 
PHA’s  Invitation  shall  Identify  the  pre¬ 
selected  site,  invite  developers  to  submit 
proposals  with  regard  to  that  site  and 
specify  whether  or  not  proposals  with  re¬ 
spect  to  other  sites  may  be  submitted. 

§  841.203  Opening  of  proposals. 

The  PHA  shall  open  all  proposals  re¬ 
ceived  before  the  deadline,  at  the  time 
and  place  specified  in  the  Invitation; 
proposals  received  after  the  deadline 
be  returned  unopened.  The  PHA  shall 
send  copies  of  each  opened  proposal  to 
the  Field  Office. 

§  841.204  Evaluation  and  selection. 

(a)  Evaluation.  The  PHA  shall  evalu¬ 
ate  each  opened  proposal  on  the  basis  of 
cost,  site,  design  and  amenities  and  ex¬ 
perience  of  the  developer  and/or  builder. 
The  PHA  shall  tentatively  select  the  best 
of  the  proposals  and  submit  to  the  Field 
Office  its  rationale  for  the  tentative  selec¬ 
tion  with  a  request  for  HUD  approval. 

(b)  Preliminary  Site  Report.  The 
PHA’s  submission  of  its  tentative  selec¬ 
tion  shall  be  accompanied  by  a  Prelimi¬ 
nary  Site  Report  in  accordance  with 
§  841.114  for  the  site  or  sites  in  the  ten¬ 
tatively  selected  proposal. 

(c)  Field  Office  review.  The  Field  Of¬ 
fice  shall  review  the  PHA  documentation 
and  selection,  process  the  Preliminary 
Site  Report  to  tentative  site  approval  in 
accordance  with  S  841.114(a)  and  notify 
the  PHA  of  approval  or  disapproval  of 
the  selection. 


(d)  Selection.  (1)  After  obtaining 
HUD  approval,  the  PHA  shall  notify  the 
developer  of  the  selectiMi  and  shall  set 
a  date  for  a  conference  at  which  the  par¬ 
ties  will  discuss  the  steps  necessary  to  ob¬ 
tain  final  site  approval  and  the  docu¬ 
ments  to  be  prepared  for  a  subsequent 
negotiation  conference. 

(2)  The  PHA  shall  prepare  a  state¬ 
ment  setting  forth  the  factors  which  con¬ 
tributed  to  the  selection  of  the  developer 
and  make  the  statement  available  for 
public  inspection. 

§  841.205  Negotiation  conference. 

(a)  At  this  conference  the  developer 
wUl  advise  the  PHA  whether  he  will  want 
a  Preliminary  Contract  of  Sale  before 
having  the  working  drawings  and  spec¬ 
ifications  prepared.  If  so,  the  parties  shall 
agree  on  a  purchase  price  for  the  site  and 
a  price  for  the  architectural  and  engi¬ 
neering  services  and  on  a  negotiated 
price  of  the  project  based  on  the  prelimi¬ 
nary  plans  and  specifications.  This  price 
for  the  project  may  be  reduced  after  sub¬ 
mission  and  review  of  the  working  draw¬ 
ings  and  specifications. 

(b)  If  the  developer  is  prepared  to  ne¬ 
gotiate  the  purchase  price  and  other 
project  requirements  on  the  basis  of 
working  drawings  and  specifications 
which  have  been  reviewed  and  approved 
by  HUD.  this  shall  be  done  and  there  will 
be  no  need  to  agree  on  the  purchase  price 
for  the  site  or  for  the  architectural  and 
engineering  services  or  to  execute  a  Pre¬ 
liminary  Contract  of  Sale. 

§  841.206  Development  Program  and 
ACC. 

On  the  basis  of  the  developer’s  pro¬ 
posal  and  any  modifications  as  a  result 
of  the  negotiations,  the  PHA  shall  pre¬ 
pare  the  Development  Program  which 
shall  be  submitt^  to  and  reviewed  by 
the  Field  Office  to  assure  that  all  re¬ 
quirements  have  been  met.  After  ap¬ 
proval  of  the  DeveloiMnent  Program,  the 
Field  Office  shall  prepare  and  process 
the  documents  required  for  execution  of 
the  ACC. 

§  841.207  Contract  of  sale  or  prelimi¬ 
nary  contract  of  sale. 

Following  executkm  of  the  ACC,  the 
parties  shall  execute  the  Ckmtract  of 
Sale  or  the-Preliminary  Oontract  of  Sale 
(on  the  forms  prescribed  by  HUD).  If 
the  final  price  for  the  project  was  nego¬ 
tiated  O'!  the  basis  of  working  drawings 
and  specifications,  the  PHA  and  the  de- 
velop>er  shall  execute  a  (Contract  of  Sale. 
If  the  Development  Program  included 
only  preliminary  plans  and  specifica¬ 
tions,  the  PHA  and  the  developer  may 
execute  a  Preliminary  Contract  of  Sale 
which  states  their  mutual  obligations 
during  the  period  that  the  working 
drawings  and  specifications  are  being 
prepared.  Subsequently,  after  HUD  re¬ 
view  and  approval  of  the  working  draw¬ 
ings  and  specifications,  the  final  price 
for  the  project  shall  be  determined  and 
the  PHA  and  the  developer  shall  execute 
the  Contract  of  Sale. 
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§  841.208  Construction  requirements. 

The  requirements  concerning  changes 
in  the  Contract  of  Sale,  inspections  dur¬ 
ing  construction,  acceptance  and  war¬ 
ranties  are  stated  in  §  841.117.  The  PHA 
shall  contract  with  an  architect  (on  the 
form  prescribed  by  HUD)  for  the  per¬ 
formance  of  inspection  services  during 
construction. 

Subpart  C — Conventional  Method — New 
Construction 

§  841.301  Justification  and  Description. 

(a)  The  PHA  shall  use  the  turnkey 
method  for  new  construction  unless  the 
PHA  can  demonstrate  in  its  Application 
and  the  Field  Office  determines  (1)  That 
the  conventional  method  will  permit  de¬ 
velopment  of  the  project  at  direct  and 
indirect  costs,  including  consideration 
of  total  development  cost  and  adminis¬ 
trative  costs  of  the  PHA  and  HUD,  that 
are  less  than  would  be  required  under 
the  turnkey  method,  or  (2)  That  the 
turnkey  method  cannot  be  used.  Force 
accoimt  cannot  be  used  for  new  con¬ 
struction  projects. 

(b)  Under  the  conventional  method, 
the  PHA  contracts  with  an  architect  to 
prepare  plans  and  specifications  for  a 
proposed  project  on  a  site  owned  by  the 
PHA.  Following  HUD  approval  trf  the 
plans  and  .specifications,  the  PHA  ad¬ 
vertises  for  bids  from  contractors  to 
build  the  project  and  awards  the  Con¬ 
struction  Contract  to  the  lowest  respon¬ 
sible  bidder,  subject  to  HUD  approval. 
The  contractor  provides  assurance  in  the 
form  of  100  percent  performance  and 
payme’^t  bonds,  or  other  security  ap¬ 
proved  bv  HUD,  such  as  a  letter  of  credit 
or  escrow.  The  contractor  receives  prog¬ 
ress  payments  from  the  PHA  during 
construction  and  a  final  payment  upon 
completion  in  accordance  with  the  Con¬ 
struction  Contract. 

§841.302  Site  selection. 

Following  issua^'ce  of  a  Program  Res¬ 
ervation,  the  PHA  shall,  if  it  has  not 
already  done  so,  select  sites  in  accord¬ 
ance  with  the  criteria  stated  in  841.107 
and  shall  reauest  site  approval  in  ac¬ 
cordance  with  841.114.  The  PHA  may 
option  a  site  during  this  process. 

§  841.303  Development  Program  and 
ACC. 

The  PHA  shall  contract  with  an  archi¬ 
tect  (on  the  form  prescribed  by  HUD) . 
The  architect  shall  prepare  schematic 
design  plans  and  specifications  in  ac¬ 
cordance  with  §  841.107  and  as  prescribed 
by  the  PHA.  Based  on  these  plans,  the 
architect  shall  prepare  a  detailed  esti¬ 
mate  of  project  construction  cost  cover¬ 
ing  all  work  to  be  included  in  the  con¬ 
struction  contract.  After  review  and 
approval  by  the  Field  OflBce  of  these 
plans  and  estimates,  the  PHA  shall  pre¬ 
pare  and  submit  the  Development  Pro¬ 
gram  as  specified  in  §  841.115.  The  Field 
OfiBce  shall  review  the  Development  Pro¬ 
gram  to  assure  that  all  requirements  have 
been  met.  Upon  approval  of  the  Develop¬ 
ment  Program,  the  Field  Office  shall  pre¬ 


pare  and  process  the  documents  required 
for  execution  of  an  ACC. 

§  841.304  Construction  contract  and 
bidding  documents. 

Following  execution  of  the  ACC,  the 
PHA  and  its  architect  shall  prepare  the 
construction  and  bid  documents  and  sub¬ 
mit  them  to  the  Field  Office  for  approval. 
The  Field  Office  shall  determined  that 
the  bidding  doctiments,  the  procedures 
for  inviting  bids,  the  proposed  Construc¬ 
tion  Contract  and  attachments  and  all 
drawings  and  specifications  are  in  com¬ 
pliance  with  HUD  requirements.  Follow¬ 
ing  HUD  approval,  the  PHA  shall  publish 
the  advertisement  for  bids.  A  standard 
package  of  bid  documents  shall  be  issued 
to  each  prospective  bidder. 

§  841.305  .4Hard  of  contract. 

The  PHA  shall  award  the  Construction 
Contract  to  the  lowest  responsible  bidder 
after  obtaining  HUD  approval  of  the 
proposed  award.  Following  the  receipt  of 
Field  Office  approval,  the  PHA  and  con¬ 
tractor  shall  execute  the  Construction 
Contract  and  the  PHA  shall  issue  the 
Notice  to  Proceed  directing  the  contrac¬ 
tor  to  commence  work. 

§  841.306  Construction  requirements. 

The  requirements  for  changes  in  con¬ 
struction  contracts,  inspections  during 
construction,  acceptance  and  warranties 
are  stated  in  §  841.117. 

Subpart  D — Acquisition  Method 
§  841.401  Description. 

(a)  Under  the  acquisition  method,  the 
PHA  acquires  a  property  which  may  or 
may  not  require  substantial  rehabilita¬ 
tion  to  serve  as  low-income  housing. 

(b)  To  qualify  as  substantial  rehabili¬ 
tation,  the  rehabilitation  work  with  re¬ 
spect  to  a  structure  shall  comprise  at 
least  one  or  more  of  the  following: 

(1)  Major  repair  or  replacement  of 
mechanical  equipment  and/or  plumbing; 

(2)  Extensive  resurfacing  of  walls 
and/or  floors; 

(3)  Extensive  structural  repair;  or 

(4)  Major  alterations. 

§  841.402  Property  selection. 

(a)  Types  9/  Property.  Structures  of 
various  types  may  be  appropriate  for  use 
in  an  acquisition  project,  including  non¬ 
housing  structures  which  may  be  con¬ 
verted  to  housing  use.  Structures,  other 
than  those  assisted  under  the  Act,  owned 
by  HUD,  a  PHA,  or  city,  county  or  state 
government,  as  well  as  properties  with 
HUD-held  or  HUD-insured  mortgages, 
are  eligible  for  selection. 

(b)  Other  considerations.  In  addition 
to  §  841.107,  the  PHA  in  its  property  se¬ 
lection  shall  consider: 

(1)  The  design  and  quality  of  original 
construction  as  well  as  the  degree,  com¬ 
plexity  and  cost  of  rehabilitation  neces¬ 
sary  to  place  the  property  in  acceptable 
physical  condition,  and 

(2)  The  feasibility  of  relocating  site 
occupants  during  and  after  rehabilita¬ 
tion,  and  availability  of  funds  for  this 
purpose,  if  applicable. 


§  841.403  Rehabilitation  standards. 

Projects  shall  be  rehabilitated  in  com¬ 
pliance  with  §  841.107  and  all  acquired 
projects  must  comply  with  HUD  regula¬ 
tions  issued  pursuant  to  the  Lead  Based 
Paint  Poisoning  Prevention  Act  (42 
U.S.C.  4801). 

§  841.404  .Acquisition  procedure. 

The  property  to  be  acquired  shall 
meet  the  criteria  set  forth  in  §§  841.402 
and  841.403.  The  PHA  shall  request  site 
approval  in  accordance  with  §  841.114. 
Following  final  site  approval  and  ap¬ 
proval  of  the  property,  the  PHA  shall 
prepare  and  submit  a  Development  Pro¬ 
gram  (which  shall  include  the  cost  of 
work)  in  accordance  with  §  841.115.  Upon 
approval,  the  Field  Office  shall  prepare 
and  process  the  documents  required  for 
execution  of  the  ACC.  The  Field  Office 
shall  arrange  the  closing  at  which  the 
purchase  of  the  property  shall  be  ac¬ 
complished. 

§  841.405  Methods  of  accomplishing  re¬ 
pair  or  rehabilitation. 

(a)  Either  the  turnkey  (Subpart  B) 
or  the  conventional  (Subpart  C)  method 
may  be  used. 

(b)  Force  account,  whereby  the  PHA 
uses  its  existing  staff  or  hires  additional 
personnel  to  perform  the  work,  may  be 
used  for  rehabilitation  work  on  acqui¬ 
sition  projects  only  in  exceptional  cases. 
Its  use  must  be  justified  and  the  PHA 
must  demonstrate  in  its  Application  that 
it  has  the  capability  to  successfully  im¬ 
plement  this  procedure.  An  exceptional 
case  could  be  a  project  or  unit  or  work 
of  unusually  small  size,  a  project  involv¬ 
ing  properties  requiring  only  minor  re¬ 
habilitation  or  a  project  involving  indi¬ 
vidual  small  structures  requiring  major 
rehabilitation  where  it  is  necessary  to 
utilize  many  separate  sets  of  detailed 
plans  and  specifications  or  other  con¬ 
tract  documents  and  the  work  of  pre¬ 
paring,  advertising,  awarding  and  ad¬ 
ministering  such  contracts  would  be  dis¬ 
proportionately  difficult,  time-consuming 
and  high  in  cost.  Force  account  work 
shall  be  subject  to  Davis-Bacon  wage 
rates.  Force  account  may  be  combined 
with  a  conventional  Construction  Con¬ 
tract  for  other  portions  of  the  rehabilita¬ 
tion.  The  Field  Office  may  specify  spe¬ 
cial  conditions  or  procedures,  designed  to 
assure  timely  completion  of  the  work 
within  the  approved  development  cost. 

§  841.406  Rploration  on  acquisition  of 
HUD-Owned  properties  or  properties 
with  HUD-held  or  HUD-insured  mort¬ 
gages. 

(a)  Applicability.  This  section  Is  appli¬ 
cable  only  to  acquisition  of  HUD-owned 
properties  or  properties  with  HUD-held 
or  HUD-insured  mortgages. 

(b)  Applicability  of  Uniform  Act.  Any 
tenant  In  occupancy  on  the  date  the 
PHA  acquires  the  real  property  as  part 
of  the  project  and  who  thereafter  moves 
from  the  real  property  shall  be  con¬ 
sidered  a  displaced  person  within  the 
meaning  of  the  Uniform  Act,  unless  the 
tenant  Is  permitted  to  continue  In  oc¬ 
cupancy  of  a  dwelling  In  accordance  with 
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paragraph  (c)  and  (d)  of  this  section. 
The  relocation  of  any  displaced  person 
shall  be  carried  out  in  compliance  with 
24  CFR  Part  42,  as  modified  by  the  spe¬ 
cial  policies  contained  in  this  section. 

(c)  Preliminary  notice  to  each  tenant. 

Not  later  than  30  days  after  the  date  of 
execution  of  the  applicable  ACC,  the 
PHA  shall  issue  to  each  tenant  a  written 
communication  which  shall;  • 

(1)  State  that  the  PHA  intends  to  ac¬ 
quire  the  real  property  occupied  by  the 
tenant  and  has  enter^  into  a  contract 
with  HUD  imder  which  the  funds  neces¬ 
sary  to  acquire  the  property  will  be  made 
available; 

(2)  Inform  the  tenant  whether  or  not 
it  appears  that  the  tenant  will  be  re¬ 
quired  to  relocate  permanently  as  a  re¬ 
sult  of  the  PHA’s  acquisition  of  the  real 
property; 

(3)  State  that  the  communication  Is 
not  a  notice  to  vacate  the  real  property 
and  that,  if  the  tenant  moves  for  any 
reason,  except  after  being  issued  a  no¬ 
tice  of  displacement  as  described  in  par¬ 
agraph  (e)  of  this  section,  the  tenant 
will  not  be  considered  a  displaced  person 
under  the  Uniform  Act; 

(4)  Indicate  that  as  soon  as  feasible, 
but  not  later  than  10  days  following  the 
date  of  acquisition  of  the  real  property, 
the  tenant  will  receive  from  the  PHA 
an  appropriate  notice  as  specified  under 
paragraph  (d)  and  (e)  of  this  section, 
as  the  case  may  be  (the  provisions  of 
such  notice  or  notices  as  are  referred 
to  shall  be  generally  described  in  the 
communication) ; 

'  (5)  Generally  describe  the  relocation 

payments  and  other  assistance  for  which 
the  tenant  would  be  eligible,  if  displaced 
under  the  Uniform  Act.  including  condi¬ 
tions  of  eligibility  therefor;  and 

(6)  Inform  the  tenant  of  the  policies 
contained  in  paragraphs  (e)  (3) ,  (e)  (4) 
(il)  and  (e)  (4)  (ill)  of  this  section. 

(d)  Notice  of  right  to  continue  in  oc¬ 
cupancy.  Not  later  than  10  days  after 
the  date  of  acquisition  of  the  real  prop¬ 
erty,  the  PHA  sliall  furnish  each  tenant 
who  will  not  be  displaced  a  written  no¬ 
tice  of  the  tenant’s  right  to  continue  in 
occupancy,  which  contains  the  following 
conditions: 

( 1 )  The  tenant  shall  have  the  right  to 
lease  and  occupy  a  decent,  safe  and  sani¬ 
tary  dwelling  which  is  either  the  tenant’s 
current  dwelling  or  another  dwelling  lo¬ 
cated  within  the  same  building  or  nearby 
building  identified  as  part  of  the  same 
project,  for  a  period  of  at  least  four  years 
beginning  on  the  date  of  acquisition,  or 
the  date  the  dwelling  is  placed  in  de¬ 
cent,  safe  and  sanitary  condition,  or  the 
date  of  termination  of  any  temporary 
relocation,  whichever  is  later,  for  so  long 
as  the  tenant  complies  with  the  terms  of 
the  lease  and  the  rules,  regulations  and 
procedures  of  the  PHA  except  for  those 
estabi’shing  standards  and  criteria  for 
continued  occupancy  related  to  income. 
Rents  for  such  tenants  shall  be  deter¬ 
mined  in  accordance  with  applicable 
HUD  regulations  but  in  no  event  shall 
the  rent  exceed  an  amount  established 
by  the  PHA  and  approved  by  HUD  which 
shall  represent  an  unsubsidized  rent  for 
the  imits  occupied  by  such  tenants  tak¬ 


ing  into  consideration  the  fixed  annual 
contribution,  projected  operating  ex¬ 
penses  and  the  amount  of  local  property 
taxes  if  the  property  were  not  exempt. 
Notwithstanding  the  provisions  of  any 
ACC,  pursuant  to  the  Act,  which  may  be 
inconsistent  with  this  section,  the  PHA 
is  authorized  to  permit  tenants  to  remain 
in  occupancy  subject  to  the  provisions 
of  this  section.  The  PHA  will  assure  that 
at  the  beginning  of  such  four  year  pe¬ 
riod  the  dwelling  is  decent,  safe  and  sani¬ 
tary  as  determined  under  the  housing 
quality  standards  set  forth  at.  24  CTR 
§  882.109. 

(2)  The  tenant’s  monthly  housing 
cost  shall  be  determined  in  accordance 
with  the  provisions  of  the  United  States 
Housing  Act  of  1937,  as  amended. 

(3)  The  tenant  shall  not  be  required 
to  move  from  the  dwelling  unless  the 
move  is  necessary  to  permit  rehabilita¬ 
tion  or  demolition.  If  such  move  is  re¬ 
quired  to  be  made,  (i)  Not  more  than 
one  temporary  relocation  by  the  tenant 
shall  be  required,  (ii)  The  temporary  re¬ 
location  shall  not  exceed  one  year  in 
duration,  (iii)  The  PHA  shall  make 
available  to  the  tenant  for  the  tempo¬ 
rary  period  decent,  safe  and  sanitary 
housing  meeting  the  standards  of  Sec. 
882.109,  and  (iv)  The  PHA  shall  pay  the 
actual  reasonable  expenses,  including  any 
moving  costs  or  increase  in  rent  incurred 
by  the  tenant  in  connection  with  the 
temporary  relocation. 

(4)  If  the  PHA  fails  to  comply  with 
any  requir^ent  to  which  it  is  committed 
in  accordance  wdth  this  notice,  the  ten¬ 
ant  shall  automatically  be  deemed  to 
have  been  issued  a  notice  of  displacement 
as  described  in  paragrai^  (e)  of  this 
section  and  to  be  entitled  to  relocation 
payments  and  other  relocation  assist¬ 
ance  under  24  (TFR  Part  42,  as  modified 
by  the  special  policies  contained  in  this 
section. 

(e)  Notice  of  displacement.  To  be  eli¬ 
gible  as  a  displaced  person  for  reloca¬ 
tion  oayments  and  other  assistance  im¬ 
der  the  Uniform  Act,  the  tenant  must 
be  issued  a  wrrltten  notice  of  displace¬ 
ment  as  described  in  this  paragraph. 

(1)  Timing  of  notice.  Not  later  than 
10  days  after  the  date  of  acquisition  of 
the  real  property,  the  PHA  shall  issue  to 
each  tenant  who  will  be  displaced  a  wrrit- 
ten  notice  of  displacement.  The  notice 
shall  be  effective  not  later  than  the  date 
of  acquisition. 

(2)  Contents  of  notice.  The  notice  shall 
state  that  if  the  tenant  moves  from  the 
real  property  on  or  after  the  effective 
date  of  the  notice,  the  tenant  will  be 
considered  a  displaced  person  imder  the 
Uniform  Act  and  will  be  entitled  to  cer¬ 
tain  relocation,  payments  and  other 
assistance,  which  shall  be  generally  de¬ 
scribed.  including  the  maximum  allow¬ 
able  dollar  amount  or  range  of  each  pay¬ 
ment  for  which  the  tenant  will  apparent¬ 
ly  be  eligible,  any  conditions  of  eligibility, 
and  the  procedures  for  obtainmg  the 
payment.  'The  basis  of  the  computation 
of  a  replacement  housing  payment,  as  set 
forth  in  paragraph  (f)  of  this  section, 
shall  also  be  fully  described. 

(3)  Tenant  request  for  notice  of  dis¬ 
placement.  At  any  time  after  the  execu¬ 


tion  of  the  ACC,  a  tenant  may  request 
the  PHA  to  issue  a  notice  of  displace¬ 
ment.  Within  30  days  after  receiving  the 
tenant’s  request,  the  PHA  shall  consider 
the  tenant’s  stated  reasons  for  making 
the  request  and  shall  either  issue  a  no¬ 
tice  of  displacement  or  a  written  state¬ 
ment  denying  the  request  and  stating  the 
reasons  for  denial. 

(4)  Automatic  notice  of  displacement. 
A  person  shall  be  deemed  to  have  been 
issued  a  notice  of  displacement,  effective 
immediately  or  on  the  date  of  acquisi¬ 
tion.  whichever  is  earlier,  if  the  PHA; 

(i)  Within  30  days  after  the  date  of 
execution  of  the  ACC.  fails  to  issue  to  the 
tenant  the  prelimlnarv  notice  described 
in  paragraph  (c)  of  this  section,  except 
that  subsequent  issuance  of  a  prelimi¬ 
nary  notice  as  described  in  paragraph 
(c)  of  this  section  shall  have  the  effect 
of  cancelling  the  notice  of  displacnnent; 
or 

(ii)  Within  10  days  after  the  date  of 
acquisition  of  the  property,  fails  to  issue 
to  the  tenant  either  the  written  notice 
of  displacement  described  in  paragraph 
(e)  of  this  section,  or  the  written  notice 
of  the  right  to  continue  in  occupancy  de¬ 
scribed  in  paragraph  (d)  of  this  section; 
or 

(iii)  Fails  to  fully  meet  its  ccmunlt- 
ments  as  set  forth  in  the  notice  of  the 
right  to  continue  in  occupancy  as  de¬ 
scribed  in  paragraph  (d)  of  this  secticm. 

(f)  Computation  of  replacement  ho/us- 
ing  payment.  If  a  tenant  is  displaced,  the 
computation  of  any  replacement  housing 
payment  for  rental  assistance  under  24 
CFR  42.95(c)  (1)  shall  be  based  upon  the 
cost  of  renting  a  publicly  owmed  or  sub¬ 
sidized  replacement  dwelling,  if  available 
and  offered  to  the  displaced  tenant, 
which  meets  all  of  the  requirements  of 
the  term  “comparable  replacement  dwell  - 
ing”  as  defined  in  24  CFR  42.20(b)  ex¬ 
cept  the  requirement  at  §  42.20(b)  (3) 
that  it  be  “on  the  private  market.’’  "nie 
offer  of  an  actual,  available,  comparaUe, 
subsidized  or  publicly  owned  unit  must 
be  documented  in  the  relocation  case  file, 
if  such  unit  is  used  for  purposes  of  cal¬ 
culating  the  replacement  housing  pay¬ 
ment. 

(g)  Notice  of  determination  not  to  ac¬ 
quire.  If,  after  execution  of  the  ACC,  the 
PHA  determines  not  to  acquire  the  prop¬ 
erty,  the  PHA  shall  serve  a  written  notice 
on  each  tenant  occupying  the  property. 
The  notice  shall  state  that  the  PHA  has 
determined  not  to  acquire  the  property 
and  that  any  tenant  moving  from  the 
property  thereafter  will  not  be  eligible  as 
a  displaced  person  for  relocation  pay¬ 
ments  and  assistance  under  the  Uniform 
Act. 

(h)  Manner  of  notices.  Any  notice 
which  the  PHA  is  required  to  provide 
under  this  section  shall  be  personally 
served,  receipt  documented,  or  sent  by 
certified  or  registered  first-class  mail,  re¬ 
turn  receipt  requested. 

(i)  Temporary  relocation  costs.  Actual 
reasonable  expenses,  including  any  costs 
for  moving  or  any  increase  in  rent,  in¬ 
curred  in  connection  with  any  temporary 
relocation  carried  out  in  accordance  with 
paragraph  (d)  (3)  of  this  section  shall  be 
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borne  as  a  development  cost  of  the 
project. 

Appendix  A — Prototype  Cost  Limits  for 
Low-Income  Housing 

A.  UNIT  prototype  COST 

1.  Prototype  cost  comprises  the  cost  of 
dwelling  structures,  accoimt  No.  1460,  and 
dwelling  equipment,  account  No.  1465,  as 
described  in  Handbook  7510.1,  chapter  3,  sec¬ 
tion  15,  which  include  their  pro  rata  share 
of  the  builders’  fee  and  overhead.  Insurance, 
social  security,  sales  tax,  and  bonds. 

2.  Prototype  cost  does  not  Include  the  costs 
of  site  acquisitions,  site  Improvement,  non¬ 
dwelling  structures  or  spaces  (and  equip¬ 
ment),  planning  (architectural-engineering 
fees,  permit  fees.  Inspection,  and  similar 
costs) .  relocation.  Interest  or  local  authority 
administrative  costs,  all  of  which  are  de¬ 
scribed  in  Handbook  7510.1,  chapter  3,  sec¬ 
tion  15. 

3.  The  determination  of  prototype  cost 
shall  consider: 

(a)  Compliance  with  applicable  HUD 
Minimum  Property  Standards  and  planning 
and  design  criteria  described  in  HUD  Hand¬ 
book  7417.1,  chapter  5.  Currently  copies  of 
HUD  Handbooks  are  maintained  and  avail¬ 
able  for  public  inspection  in  the  Office  of 
Public  Information,  room  1104,  Department 
of  Housing  and  Urban  Development,  451 
Seventh  Street  S.W.,  Washington,  D.C.  20410, 
and  in  each  of  the  Department's  regional, 
area  and  insuring  offices. 

(b)  The  additional  cost  to  provide,  as  re¬ 
quired  by  section  6(b)  of  the  Act; 

"(1)  The  extra  durability  required  for 
safety  and  security  and  economical  mainte¬ 
nance  of  such  housing. 
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(2)  The  provision  of  amenities  designed 
to  guarantee  a  safe  and  healthy  family  life 
and  neighborhood  environment, 

(3)  The  application  of  good  design  as  an 
essential  component  of  such  housing  for 
safety  and  security  as  well  as  other  purposes, 

(4)  The  maintenance  of  quality  in  archi¬ 
tecture  to  reflect  the  standards  of  the  neigh¬ 
borhood  and  community, 

(5)  The  need  for  maximizing  the  conser¬ 
vation  of  energy  for  heating,  lighting,  and 
other  purposes, 

(6)  The  effectiveness  of  existing  cost  lim¬ 
its  in  the  area,  and 

(7)  The  advice  and  recommendations  of 
local  housing  producers. 

B.  PROJECT  PROTOTYPE  COSTS 

1.  The  project  prototype  cost  is  the  sum 
of  the  unit  prototype  costs  for  the  dwellings 
of  various  sizes  and  types  comprising  the 
project.  The  total  cost  of  dwelling  construc¬ 
tion  and  equipment  (accounts  1460  and 
1465),  and  the  related  proportionate  share 
of  the  contingency  established  by  any  de¬ 
velopment  cost  budget  shall  not  exceed  the 
sum  of  105  percent  of  the  project  prototype 
costs  for  the  dwellings  to  be  constructed. 

2.  A  request  for  approval  of  a  cost  which 
exceeds  the  105  percent  cost  limitation  but 
which  is  not  in  excess  of  the  statutory  110 
percent  cost  limitation  may  be  submitted  to 
the  Regional  Administrator.  Such  requests 
shall  be  supported  by  a  detailed  justlflcatlon 
with  respect  to  the  particular  project,  taking 
into  account  all  of  the  circumstances  in¬ 
volved  and  demonstrating  that  such  ap¬ 
proval  is  necessary  and  desirable  in  carrying 
out  the  objectives  of  the  Act. 


3.  If  it  Is  found  at  any  time  between 
annual  updates  that  all  or  part  of  the 
current  prototype  cost  for  a  Field  Office 
jurisdiction  are  unworkable,  the  proce¬ 
dures  outlined  in  HUD  Handbook  7417.1, 
chapter  5  will  be  followed  for  requesting 
revisions. 

4.  Development  cost  budgets,  main 
construction  contracts,  preliminary  con¬ 
tracts  of  sale  and  contracts  of  sale  will 
not  be  approved  unless  an  appropriate 
prototype  cost  for  the  area  is  published 
in  the  Federal  Register. 

(Note. — ^Por  Federal  Register  page  refer¬ 
ences  to  the  list  of  Prototype  Per  Unit  Cost 
Schedules  Issued  under  this  Appendix  but 
not  carried  in  the  Code  of  Federal  Regula¬ 
tions,  consult  the  List  of  CFR  Sections 
affected.) 

Note. — It  is  hereby  certified  that  the  eco¬ 
nomic  and  inflationary  impacts  of  this  reg¬ 
ulation  have  been  carefully  evaluated  in  ac¬ 
cordance  with  OMB  Circular  A-107. 

Issued  at  Washington,  D.C.,  Janu- 
uary  18, 1977. 

Effective  Date.  This  r.ule  is  effective  on 
February  7, 1977. 

John  T.  Howley, 
Acting  Assistant  Secretary  for 
Housing,  Federal  Housing 
Commissioner. 

[FR  Doc.77-2550  Filed  1-28-77:8:45  am] 
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